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Whenever you see the Ebasco sign on a construction 
project, you can be certain that a team of specialists is at 
work helping to get the job done quickly and efficiently, using 
the most modern scientific engineering methods possible. 


For, in Ebasco, you have a single organization equipped with 
the men and the experience necessary to handle an entire 
project—from initial planning to the designing boards, 
through construction to the actual operation of the plant. 


We will be glad to send you our booklet “The Inside 
Story of Outside Help’’, describing the many 
services Ebasco makes available to you. 


Write: Ebasco Services Incorporated, Dept. W, 
Two Rector Street, New York 6, N. Y. 


¢ Consulting 

Engineering « Design & Construction ¢ Finarcial 

Industrial Relations « Inspection & Expediting ¢ In- 

surance, Pensions & Safety * Purchasing ¢ Rates & 

Pricing « Research « Sales & Public Relations « Space 

Planning * Systems & Methods * Tax « Traffic 
Washington Office 


Appraisal « Budget * Business Studies 


Ebasco Teamwork Gets Things Done 
Anywhere in the World 
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10 BEST ANNUAL HEAT RATES 


(Plant Net Heat Rates) 

Btu per kwhr* 
Appalachian Electric Power Co. on the American Gas and 
Electric System— 


KANAWHA Two B&W Pressure-Fired Radiant Reheat Boilers with Gas Recircula- 
tion and Divided Furnace Construction. 


Indiana and Michigan Electric Co. on the American Gas 
TANNERS CREEK and Electric System— 


Three B&W Pressure-Fired Radiant Reheat Boilers with Gas Recircu- 
lation and Divided Furnace Construction. 


Cane ALBANY Niagara Mohawk Power Corporation. 


Public Service Co. of New Hampshire— 
SCHILLER Two B&W-built Mercury Boilers. 


ETTTPPTP 





DUNKIRK Niagara Mohawk Power Corporation. 
Consumers Power— B& 
J. R. WHITING Three B&W Radiant Reheat Boilers. | sucl 
tors 
Appalachian Electric Power Co. and The Ohio Power a 
Co. on the American Gas and Electric System— 
the 
PHILIP SPORN Four B&W Pressure-Fired Radiant Reheat Boilers with Gas Recircu- ‘ 
lation and Divided Furnace Construction. gen 
men 
Detroit Edison Co.— 
ST. CLAIR Four B&W Radiant Reheat Boilers with Gas Recirculation and Divided 
Furnace Construction. 
Am 
EASTLAKE The Cleveland Electric Iluminating Co. ing 
Rive 
. stack 
Consolidated Edison Co. of New York, Inc.— 
ASTORIA Two B&W Pressure-Fired Radiant Reheat Boilers with Gas Recircula- duce 
tion and Divided Furnace Construction. start 
are t 
* Federal Power Commission figures units 
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Appalachian Electric Power Company's Kanawha River Plant on the American Gas and Electric Company System. 


Headed by a record 9170 Btu per net kwhr, these ten 
plants were the most efficient central stations in the coun- 
try during 1953, the most recent year for which complete 
heat rate data are available. 


Reflecting the decision of the electric companies to utilize 
the most recent engineering advances, even during a time 
of critical capacity expansion, the outstanding perform- 
ance of these modern plants is a tribute to the foresight 
of the whole industry. It affords one more indication 
that the prime interest of this unique team of electric com- 
panies and their major suppliers lies in producing still 
lower-cost kilowatts for a still greater America. 


B&W Boilers in many of these stations are designed with 
such advances as Pressure-Firing, Cyclone Steam Separa- 
tors, Gas Recirculation and Divided Furnace Construction 
— features which have contributed substantially toward 
the outstanding efficiency levels achieved. Also, all steam 
generating units are equipped with reheaters, a develop- 
ment of major importance in improving plant efficiency. 


Pressure-Firing 


Among the many advantages of this important engineer- 
ing advance, as utilized, for example, by the Kanawha 
River units, is elimination of air infiltration to reduce 
stack loss and assure greater efficiency. Maintenance is re- 
duced and the use of forced-draft fans alone means easier 
starting, smoother operation and simpler controls. These 
are the reasons why more than 100 Pressure-Fired B&W 
units are now in service or under construction. 
JANUARY 20, 1955—PUBLIC UTILITIES FORTNIGHTLY 


Cyclone Steam Separators 


Operating inside the steam drum, these simple, stationary 
devices require no power or maintenance and do not take 
up building room. The Cyclone Separators assure positive 
natural circulation at high pressure, and with the steam 
scrubbers, make it possible to send steam of highest purity 
to the turbine. Consequently, turbine efficiency is main- 
tained and turbine outages reduced. 


Divided Furnace Construction 


With this B&W construction, building volume is held 
to a minimum. Both sides of the furnace division wall are 
used to absorb heat and thus make it possible to achieve 
the required furnace cooling surface without excessive 
increase in building volume. 


* * * * * * 


The record heat rates set by these leading generating sta- 
tions are closely followed by those of many more plants 
across the country which are producing low-cost kilowatts 
at efficiency levels unattainable just a few years ago. And 
B&W is continuing to devote its energies and its long- 
accumulated experience to the development of boiler de- 
signs that will contribute to still higher levels of steam 
generating efficiency. The Babcock & Wilcox Company, 
Boiler Division, 161 East 42nd Street, New York 17, N. Y. 


BABCOCK | & 
<£WILCOX | - 


BOILER 
DIVISION 








with the Codletors 


ese is the year when a number of re- 
ports are to be made to the new Con- 
gress and to the President, to serve as the 
basis for legislation and recommendations 
for legislation. Probably the report that 
will get the most attention will be the re- 
port of the second (Hoover) Commission 
on Organization of the Executive Branch 
of the Federal Government. The new 
series of reports, covering the work of 14 
special task forces over the past two years, 
was scheduled to start January 10th and 
continue at the rate of about three a 
month, until the commission reaches its 
deadline of existence May 31st. 


A SPECIAL task force, headed by Ad- 
miral Ben Moreell, will probably have 
some important things to say on govern- 
ment in business, especially the electric 
utility business. REA financing and co-op 
tax exemptions will also be covered. TVA 
itself is rumored to be anxious to get 
loose from the Treasury and the congres- 
sional purse strings. Some recommenda- 
tions, involving only changes of policy in- 
terpretation, could be put into effect by 
presidential order without act of Con- 


gress. 


ANOTHER report soon to be made to the 
President will be that of the Cabinet com- 
mittee on energy resources. Because of 
failure of the component industrial groups 
(gas, oil, and coal) to agree on long- 
range policy, this is expected to be more 
of a summary of hearings and proposed 
recommendations, rather than any firm 
policy commitment which the President 
could ask Congress to adopt. 


THE second Hoover Commission is 
much broader in its scope than the first. The 
original Commission dealt only with reor- 
ganization within the separate executive 
departments and agencies—State, Agri- 
culture, Defense, and so on. The idea was 
to put their operations on a more efficient 
and economical basis. Of 273 recom- 
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mendations made by the first Hoover 
Commission, 196, or 72 per cent, were put 
into effect. Savings of some $4 billion a 
year were estimated as a result of these 
actions. The second Hoover Commission 
deals more with broad government func- 
tions and policies. These studies cut 
across departmental and agency organi- 
zation lines. 


Ir is all to the good that the work of 
the federal government and its numerous 
agencies should thus be periodically scru- 
tinized by an expert but independent in- 
spection commission. It is only reasonable 
to expect that, in the course of ordinary 
human events, these various agencies tend 
to duplicate, overlap, proliferate, and get 
in each other’s hair. There is also the 
tendency of agencies to establish and ex- 
pand on their own procedural routines. It 
is not a new phenomenon, nor one confined 
to our own government. Charles Dickens 
lampooned it mercilessly over a century 
ago in his satire on Victorian bureaucracy, 
which he nicknamed the “Office of Cir- 
cumlocution.” 


One of the least noticed agencies work- 
ing on the actual revision of administrative 
procedure is the conference appointed by 
the President to study administrative pro- 
cedure problems. Government as well as 
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Advantages of the 


Western Precipitation 





CMP | Unit | 


for recovering solids from stack 
gases in public utility operations 











The control and recovery of fly ash from stack gases has always 
been a troublesome problem in public utility operations. With the develop- 
ment of the CMP unit by Western Precipitation Corporation, new economy 
and efficieney in the solution of fly ash problems are now possible. 


Almost a half century ago Western Precipitation 
pioneered the first commercial application of the 
now-famous Cottrell Electrical Precipitator to re- 
cover suspensions electrically, and this equipment 
is still unsurpassed in its field. 

Subsequently, to provide efficient fly ash recovery 
for low cost installations, Western Precipitation also 
pioneered the first small tube mechanical recovery 
unit — the Multiclone Collector — and this unit 
promptly gained widespread recognition for the 
new efficiencies it brought to mechanical recovery 
processes. 

Combination Multiclone-Precipitator Unit. From 
these years of experience gained in both Cottrell 
and Multiclone installations, Western Precipitation 
recently offered another new development — the 
CMP Unit — a unit that combines in one compact 
installation many of the best features of both elec- 
trical and mechanical recovery methods. 

In a typical CMP Unit, the stack gases first pass 
through a Multiclone section where the heavier 
materials are removed mechanically. 

The partially-cleaned gases then pass through a 
Cottrell section where the very small particles are 
removed electrically. 

This arrangement offers several advantages im- 
portant to public utilities. Removing the heavier 
particles by the Multiclone process permits the 
bulk of the recovery operation to be performed 


This unique background of ex- 
perience in the solution of fly 
ash recovery problems is avail- 
able from our office nearest you. 


DESIGNERS 
COLLECTION OF 


AND 
SUSPENDED MATERIALS FROM GASES & LIQUIDS 


with relatively low-cost equipment. Using a Cottrell 
for the final clean-up insures unusually high’ re- 
covery efficiency — approaching theoretically per- 
fect, if desired. Thus, the CMP combines high 
recovery efficiency with low total cost . . . and, as 
shown in the chart above, has the further advan- 
tage that the efficiency curve of the Multiclone 
portion complements that of the Cottrell portion 
— therefore the overall CMP efficiency remains 
practically uniform at all boiler loads. 


At low boiler loads the recovery efficiency of 
the Cottrell is highest, while that of the Multi- 
clone reaches its maximum at high boiler loads. 
But, by combining the two types of equipment 
into a single CMP unit, the efficiency curve 
remains almost flat whether the boiler load is 
low or high. 


With CMP equipment, even small utility com- 
panies can now afford adequate fly ash recovery. 
However, it is important to remember that full 
benefit of the CMP principle can be obtained only 
by a proper balance between the mechanical and 
electrical sections to fit the individual requirements 
of each individual installation. And no organization 
is better equipped to provide this critical “know- 
how” than the organization that provides integrated 
responsibility for Cottrell, Multiclone and CMP 
methods ... the Western Precipitation Corporation. 


Western Precipitation Corporation 


MANUFACTURERS OF EQUIPMENT FOR 


Main Offices: 1064 WEST NINTH STREET, LOS ANGELES 15, CALIFORNIA 
Chrysler Bldg., New York 17 e 1 N. La Salle St. Bidg., Chicago 2 ¢ 1429 Peachtree St. N.E., Atlanta 
Hobart Bldg., San Francisco 4 ¢ Precipitation Co. of Canada, Ltd., Dominion. Sq. Bldg., Montreal 


May we give you more complete 
details? 











PAGES WITH THE EDITORS (Continued) 


utilities have become rightly concerned 
about the expense, delay, and volume of 
records piling up in regulatory cases and 
subsequent appellate procedure. But some- 
thing constructive is being done about this 
and a highly informative analysis by 
Jupce E. Barrett PrettyMAN, of the U. 
S. court of appeals for the District of Co- 
lumbia circuit, tells us about it in the open- 
ing article in this issue. 


Jupce PrettyMAN, who was born in 
Lexington, Virginia, in 1891 and edu- 
cated at Randolph-Macon College (AB, 
"10; AM, 711) and Georgetown Univer- 
sity (LLB, ’15), started to practice law 
at Hopewell, Virginia, but was attracted 
to government service as a special attor- 
ney of the Internal Revenue Department 
in 1919. He became general counsel for the 
Bureau of Internal Revenue in 1933 and 
corporation counsel for the District of Co- 
lumbia in 1934. Following some private 
practice in the District of Columbia and 
service on the faculty of Georgetown Uni- 
versity Law School as professor of taxa- 
tion, he was made associate justice in the 
court of appeals for the District of Colum- 
bia in 1945, 


| oe and after the celebrated U. S. 
Supreme Court decision in the Phil- 
lips Petroleum Company Case, there have 
been a number of articles explaining the 
gas producers’ position in resisting FPC 
regulation of production and gathering. 
In this issue, beginning on page 70, is an 
article written from the viewpoint of 
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those who favor FPC jurisdiction on 
grounds that it is for the protection of the 
consumers and in the public interest. The 
author of this article is CHAIRMAN JAMES 
R. DuRFEE of the Wisconsin Public Serv- 
ice Commission, which took an active part 
in the appeal to the courts in the Phillips 
Case from the original FPC decision 
declining to exercise control over the 
producers. The Wisconsin board’s fight 
was vindicated in the highest court 
when it handed down its final decision last 
June. CHAIRMAN DuRFEE stresses that 
others on the commission staff took an 
even more active part than himself in the 
Phillips Case. 


CHAIRMAN DuRFEE was born in Osh- 
kosh, Wisconsin. He was graduated from 
the Marquette University Law School in 
1926. He was district attorney of Lang- 
lade county from 1928 to 1932 and en- 
tered the private practice of law in Antigo 
in 1927. He served as president of the 
Langlade County Bar Association for 
twelve years, and in the state bar associa- 
tion as a member of the board of gov- 
ernors, as chairman of the committee on 
federal legislation, and member of the 
state committee on judicial selection. He 
was state commander of the American 
Legion in 1943-44. On April 28, 1951, 
he was appointed to the Wisconsin Public 
Service Commission by Governor Kohler 
for a 6-year term expiring in 1957, and 
was appointed chairman on June 17, 1953. 


* * 


ewes BRATTER, free-lance writer 
and frequent contributor to financial 
and business publications, wrote an article 
for the FoRTNIGHTLY last summer which 
attracted considerable attention in Latin 
America. Subsequently he was invited to 
Mexico to look into the position of utilities 
there. The 2-part article beginning in this 
issue (page 77) is a result of that trip in 
late 1954. 


THE next number of this magazine will 
be out February 3rd. 


Z Gita 
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NOW, for travelling auditors— 


a new, low-cost 


precision microfilm machine 





small enough to carry 


Here, at last, is relief for the travelling auditor from the 
countless hours wasted in transcribing data. It’s the 
new Film-a-record Model 8 — a machine which simply puts 
on 16mm microfilm the records containing information 
you want. It’s fast and it’s accurate with no chance 
of transcription errors. 

The new Model 8 Film-a-record is built to be carried 
about like a suitcase, yet it is engineered to give 
highest quality, big-machine performance. Never before 
has there been a microfilm machine which has packed 
so much into such a compact unit — for so low a cost. 

To get the complete story about this amazing new 
camera, send in the coupon below. 


Remington. Mand. 


PROFIT-BUILDING IDEAS FOR BUSINESS 


Room 1187, 315 Fourth Ave., New York 10 


Please send free brochure, F382 
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or anyone else who 


in a microfilm camera. 










requires portability 








Coming IN THE NEXT ISSUE 


* 


SOME PROBLEMS OF PRIVATE NUCLEAR DEVELOPMENT 


Atomic power is definitely not cheap power. No responsible utility regulator or utility 
manager can at this time foresee a definite point when electric rates can be cut to 
the consumer as the result of such a program. At the outset, the harnessing of nuclear 
reactors to ordinary transmission and other electric utility system lines will be pretty 
expensive business. A. Bryan Marvin, of the press relations and public information de- 
partment of the Consolidated Edison Company of New York, discusses some of the 
problems which will confront the electric utility, aside from purely engineering prob- 
lems, in translating the great boon of atomic fission into conventional and routine 
public service. The author informs us, however, that atomic power is on its way and 
when it gets here the world will be assured of virtually inexhaustible supplies of fuel 


for power. 


COLOR PHONES ARE JUST THE BEGINNING 


Starting even before the New Year of 1955, Bell system engaged in its first big nation- 
wide merchandising campaign for a long time. The campaign is a reflection of the 
fact that the system has almost caught up with the huge demand for telephone service 
that has been growing since the end of the war. The first and most important phases 
of this campaign dealt with nation-wide advertising featuring color telephones to ''blend 
with the decor of home or office'’ and appeared in the press and periodicals. James H. 
Collins, Los Angeles business writer, tells us the story behind the story of this transi- 
tion from purely demand selling of service to aggressive stimulation of demand. 


GOOD PARTNERS IN MEXICAN UTILITIES. PART II. 


In his first instalment (published in this issue, page 77) Herbert M. Bratter, well-known 
financial writer, describes the financial and regulatory setup in Mexico for public utili- 
ties financed with foreign capital, and describes the operations of the Monterrey Rail- 
way, Light & Power Company. In this issue, the author goes into the problems of ''Im- 
pulsora’’ (owned by American & Foreign Power Company), operating |7 Mexican 
companies serving 315 communities. He also discusses the rate-fixing problems of the 
Monterrey Company and other foreign-financed utility operations, including tramways 
waterworks, telephones, and gives us some conclusions and comment by responsible 
officials, of both the United States and Mexico. 


* 


Also - « « Special financial news, digests, and interpretations of court and com- 


10 


mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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A 7,000,000 HP 


Success Story 


Achievements of Newport News personnel in 
designing and building water power equipment 
during the past thirty years reflect a high integra- 
tion of skill and production facilities. 


Answering demands for hydraulic turbines rated 
as high as 165,000 horsepower and as low as 
500 horsepower, this trained organization has 
successfully filled contracts with an aggregate 


NEWPORT NEW 


Interior view of spiral casing at Norris Dam 
rated output in excess of 7,000,000 horsepower. 


Other essential equipment including penstocks, 
spiral casings, valves, pumps, gates and rack rakes 
are also designed and built by Newport News. 


An illustrated copy of our booklet entitled, 
“WATER POWER EQUIPMENT,” will be sent 
to you upon request. 


SHIPBUILDING AND 
DRY DOCK COMPANY 


Newport News, Virginia 








CCoukble Coke 


“There never was in the world two opinions alike.” 


CLARENCE CANNON 
U’. S. Representative 
from Missouri. 


Henry G. RITER 
President, National Association 
of Manufacturers. 


WILLIAM RANDOLPH HEARST 
Late publisher 


Excerpt from “The Case against 
the Right to Work Laws,” 
published by the Congress of 
Industrial Organizations. 


HoieGar J. JOHNSON 
President, Institute of Life 
Insurance. 


Lewis L. Strauss 
Chairman, Atomic Energy 
Commission. 


Excerpt from New England Letter, 
published by The First National 
Bank of Boston. 


Avucust HECKSCHER 
Chief editorial writer, New York 
Herald Tribune. 


MM. S. RUKEYSER 
Columnist. 


—MOoNTAIGNE 





“We're going to quit spending money we do not have 
for things we do not need.” 


> 


“The way our economy made its adjustment this past 
vear has been little short of phenomenal.” 


5 


“The world is no longer in the medieval period, when 
war was the pleasure and pastime of an irresponsible 
bureaucracy.” 

* 

“In reality, right to work laws aid no one—neither 
workers, business, nor the community—other than a very 
small group of low-wage, antiunion employers.” 


¥ 


“Business management today recogpizes that it must 
have a sense of trusteeship and obligation to society as 
well as to business. Management also recognizes that 
an employee is not just a part of the production process.” 


¥ 


“| We will have to devote a] very large part of our 
skills and our national income [to security as long as 
man is] saddled in nearly one-quarter of the world 
by governments which seem to have derived their morals 
from Ghengis Khan and Attila the Hun.” 


¥ 


“The outstanding economic gains in this country are 
accounted for by our tremendous productivity. While 
this may be attributed to several factors, the predomi- 
nant one is that, compared with the rest of the world, 
the American workman is far better equipped with 
power-driven tools, which involve heavy outlays.” 


* 


“No planner, no government agency, would have dared 
foster or instigate the movements of population, the con- 
struction of new plants, the laying out of shopping cen- 
ters and towns on the scale which we have been witness- 
ing in these years. Men would have been condemned as 
impractical dreamers for proposing these things. But 
business not only talks about them; it does them.” 


¥ 


“Tf employers want to change the habits and mode 
of thinking of employees, they should proceed realistical- 
ly. It doesn’t make sense to ask workers to give up 
something in order to be nice either to the operating 
management or to the share owners. If a proposed shift 
in the ground rules is to be made, then it should be inter- 
preted in terms of the enlightened self-interest of the 
workers.” 
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Here’s Proof of Performance... 


Pressure-creosoted poles used exclusively since 1929 
with a replacement rate of less than 1% 
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@ A blight that affected native 
chestnut wood in 1927 turned a 
major Connecticut power company 
to the use of pressure-creosoted 
transmission line poles. The results 
were so satisfactory that the com- 
pany has used nothing but pressure- 
creosoted poles since 1929. 

Today, one of the company’s op- 
erating divisions has 37,877 pressure- 
creosoted poles carrying 866 miles 
of overhead installations. Replace- 
ments, except for relocations have 


THIS PRESSURE-CREOSOTED 
POLE has been in service for 
20 years and will be re-used 
after grading relocation. Its 
excellent condition at the 
ground line is apparent. 


run less than one per cent. 

Pressure-creosoted poles have 
proved themselves in actual service 
to be long-life poles. And you can 
count on top performance when USS 
Creosote is used in the treating 
process. 

For complete information on 
USS Creosote, contact our nearest 
Coal Chemical sales office or write 
directly to United States Steel Cor- 
poration, 525 William Penn Place, 
Pittsburgh 30, Pennsylvania. 


THESE PRESSURE-CREOSOTED Southern yellow pine poles have been in the ground at this location 
in Connecticut for 22 years. Not one pole has been lost to ground rot since installation. 


USS CREOSOTE 








REMARKABLE REMARKS—( Continued) 


L. M. Cassipy 
Chairman of the board, 
Johns-Manville Cor poration 


PauL F. CLarkK 
President, John Hancock A\lutual 
Life Insurance Company. 


Excerpt from statement issued by 
Federation of American Scientists. 


DorotHy THOMPSON 
Columnist. 


W. M. VAUGHEY 
President, Independent Petroleum 
Association of America. 


B. S. GILMER 
Vice president, Pacific Telephone & 
Telegraph Company. 


Joun W. BricCKER 
LU’. S. Senator from Ohio. 


“We have the job of telling our employees the facts 
as they are today and as they undoubtedly will be for 
some time to come. We need their help in meeting this 
situation and, in turn, they will help themselves in ob- 
taining greater job security.” 


¥ 


“We cannot run our business successfully by blindly 
following the findings of public opinion polls. But in 
today’s social and economic environment it would be 
hazardous indeed were we to fail to give due considera- 
tion to what the public thinks.” 


> 


“While the relation of public and private power agen- 
cies in this country is an issue which must be resolved 
by the traditional American procedure of public debate, 
this issue should not have been injected into the AEC’s 
operations by the administration and the Congress.” 

+ 

“Nothing the state gets from society is ever returned. 
At what point, then, should its aggrandizements be 
halted? I say they should be halted whenever private per- 
sons can accomplish the same things even approximately 
as well. The burden of proof should always be on the 


state.” 
ee 


“To preserve the United States that we have known 
and in which we desire our children and grandchildren 
to have the benefit of living, we must continue to sub- 
scribe to the doctrine that man owes something to man. 
In trying to help ourselves, by working out these prob- 
lems, we will be making a contribution to their heritage.” 


* 


“While we do, of course, operate our business beneath 
an earnings ceiling, placed there by public regulatory 
bodies, nobody (so far as I know) has proposed that 
we ought to have a nice comfortable floor of earnings 
placed beneath our feet. What I mean is: We must, be- 
cause of our monopolistic privilege, give up the right 
to make large profits during boom times. But no one 
denies us the opportunity of going broke. We may not, 
in the strict sales sense of the word, be competitive. But 
we've got plenty of competitive incentive—even if at 
times it’s a negative one.” 


> 


“When government formulates transportation policy 
with a view toward creating what it deems to be an ideal 
or a well-balanced transportation plant, grave dangers 
are likely to result. No man or group of men is endowed 
with the wisdom to judge how many miles of railway 
or how many thousands of trucks will be required ten 
years from now to meet the nation’s military and civilian 
needs. Had that economic philosophy prevailed in the 
past, the United States might still be riding on wagon 
wheels. If consumer preferences decree that we shall 
have as many trains as twice as many trucks, or vice 
versa, I shall not object. In so far as defense require- 
ments are concerned, we have always supported the 
military on an industrial base, developed for the most 
part by a system of free, competitive enterprise. The 
results of the past more than justify our faith in the 
same policy for the future.” 
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Another typical example of Dodge truck’s extra-value engineering 


USABLE 
THICKNESS 


KO 


USABLE 


CYCLEBOND 


THICKNESS ne 


RIVETED 


More usable surface. 
Every square inch of Cycle- 
bond lining area is braking 
surface. Riveted linings, be- 
cause of rivet holes and 
mitered ends, have up to 
10% less braking surface. 


MAXIMUM THICKNESS 
LOWER 
DENSITY 


GREATER 
DENSITY 


More usable thickness. 
Dodge truck Cyclebond 
brake linings can be used 
virtually through their full 
thickness. This gives the 
linings many thousands of 
miles of added life. Riveted 
linings should be worn only 
to rivet heads. 


CYCLEBOND RIVETED 


ALL BRAKING § MUCH “LOST” 
SURFACE 1 SURFACE 


Tapered for easy stops. 
Cyclebond lining is more 
tightly compressed at ends, 
gives a gradual taper. Thick 
center of lining makes first 
contact...increased pressure 
brings the ends into contact. 
Braking is smooth, even. 


Why you go more miles 
before relining with 
Dodge truck brakes! 


You can be sure of lower brake maintenance, more miles 
before relining, with Dodge truck brakes and famous 
Dodge truck Cyclebond linings. And that’s in addition to 
the quick, positive stops, the smooth action, for which 
Dodge truck brakes are famous. 

Long-lasting, reliable brakes are just one example of 
the extra-value engineering that means more for your 
money when you buy . .. more money saved over the life of 
your truck. Get the facts on how extra-value engineering 
saves you money; see your dependable Dodge Truck dealer. 
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Analysts Journal 


Twofold Benefits From The 


Its timely articles by the nations leading security analysts 
and economists keep you informed as to methods and 
trends in the security markets. You will be better able to 
present your company in its most favorable light if you 
know the trend of financial thinking as expressed in the 
official publication of the Security Analysts. 


Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effec- 
tive way to contact this influential group of investment 
specialists than to advertise in their own quarterly Journal. 


To Keep Abreast of Investment Markets 
READ THE ANALYSTS JOURNAL 


To Keep Investment Markets Abreast of Y our Company 
ADVERTISE IN THE ANALYSTS JOURNAL 


PUBLISHED QUARTERLY BY THE NEW YORK SOCIETY OF SECURITY ANALYSTS 











THE ANALYSTS JOURNAL 
20 Broad Street, Room #908 
New York 5, N. Y. 


Gentlemen: 


(] Please enter my subscription for one year at the subscription rate of 
$5.00—United States; $5.50—Canada. 


(] Please send me your advertising brochure. 





"JANUAR 
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] Our Best 1954 Ad... 





SPEAKERS at the March, 1954 meeting of the INTERSTATE POWER CLUB were John B. Taylor, v.p. of Atlantic City Electric Company, 
R. W. Wyman, manager of industrial sales, Cleveland Electric Illuminating Co., John H. MacNeal, Consolidated Edison Co., club 
president, Walter H. Sammis, president of Ohio Edison Co., and J. M. Stedman, general sales manager of Penna Power and Light Co. 


ALL THE TALKS at a recent meeting of the 
Interstate Power Club in New York showed 
how industrial sales can improve the net 
divisible of power companies. 

J. M. Stedman emphasized the need for crea- 
tive selling in the industrial market: ‘Any 
business that fails to engage in creative 
selling is signing its own death warrant.” 


John B. Taylor told how his company studied 
the effect of certain new loads upon the an- 
nual load curve of his company. Result: 
they know, rather accurately, the value of 
different types of new business. 


R. W. Wyman described a well-planned sales 
program, in which magazines, manufac- 
turers’ literature, meetings, and many, many 
calls are combined in an unusually effective 


way: “Selling more in 54.” 


Walter H. Sammis said, in part: ‘Total in- 
dustrial man-hours drop off during depressed 
business conditions. However, I wish par- 
ticularly to call your attention to the fact 
that the kilowatt-hours consumed by manu- 
facturing industries per man-hour increase 
during such times. This would seem to sub- 
stantiate the feeling that the completely 
electrified manufacturing plants are the ones 
that continue to operate in times of business 
declines. ... 


“We know that the completely electrified 
plant is the low-cost plant that keeps operat- 
ing year in and year out, but it is up to us to 
see that our customers know it. It is time 
to dust off the production methods analysis 
section of the E.E.I. Power Sales Manual and 
apply the principles it contains.” 


ELECTRIFIED INDUSTRY ~~ Todays Biainess 


Martin Publications = 20 No. Wacker Dr., Chicago 6 
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Service-Utility body 
lockers are triple-sealed 
against dirt and moisture. 
Doors are fitted with 
recessed handles, slam- 
action catches, and keyed- 
alike cylindrical locks for 
full protection. Ladder 
racks, vise brackets, and 
pipe supports also avail- 
able. Factory-installed on 
nine models, three wheel- 
bases, in GVW ratings 
from 4,200 to 8,600 Ibs. 








Cuts time on the job— 
saves money all around ! 


An INTERNATIONAL Truck with Service- 
Utility bedy is the world’s finest time and 
money-saver for everyone who has to take 
tools, parts, or equipment from shop to job. 

The Service-Utility body provides all-steel 
lockers, with compartments of varying sizes, 
for orderly storage and convenient use of every 
needed item — eliminates the costly mileage 
and wage expense caused by unnecessary job- 
to-shop trips. 

And INTERNATIONAL Truck quality further 
lowers costs. Famous INTERNATIONAL engines 
assure top performance with maximum econ- 
omy. INTERNATIONAL Tough-Job engineering 


See the season’s new TV hit, “The Halls of ivy,” with Ronald Celman and Benita Hume, Tuesdays, CBS-TV, 8:30 p.m., ES 


INTERNATIONAL TRUCKS 


and all-truck design mean utmost dependabil- 
ity, long life, and lowest maintenance expense. 

Plus all this you can have greater driver 
comfort, greater performance and economy 
with newest INTERNATIONAL features. Over- 
drive transmission is a low-cost option on these 
models. And all light-duty models are avail: 
able with new automatic transmission and 
power steering at low extra cost. 

Ask your INTERNATIONAL Dealer or Branch 
for complete details on these time-saving, cost: 
cutting trucks — today! 


INTERNATIONAL HARVESTER COMPANY °® CHICAGO 


International Harvester Builds McCORMICK® Farm Equipment and FARMALL * Tractors...Motor Trucks ...!Industrial Power...Refrigerators and Freezer 





“Standard of the Highway” 
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You may find 


a fresh approach... 


Tackling utility company problems daily... 
maintaining close and continued contact with 


the financial world gives us an understanding 








of the complex field of utility financing and 





investor relations which may be of help to you. 


A fresh approach to the problem you are 
now studying may be suggested by a talk with 
us. Call Public Utilities Department at DIgby 
4-3500 or write us at One Wall Street. 


Jabil- 
pense. 
iriver 
nomy 
Over IRVING TRUST COMPANY 
these ONE WALL STREET + NEW YORK 15,N. Y. 
avail: 
| and Capital Funds over $123,000,000 Total Resources over $1,400,000,000 
ranch Wii N. Ensrrom, Chairman of the Board 
, Cost Ricwarp H. West, President 

Public Utilities Department—Joun F. Cuitps, Vice President in Charge 
ICAGO 

MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 

Freezers 





».m., ES) 
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LOAD TAP CHANGING 
EQUIPMENT 


A prime requisite for load tap changing equipment is 
dependability. In this respect Moloney Load Tap 
Changing Equipment is outstanding and is applicable 
to Step Voltage Regulators, Regulating Transformers, 
Load Ratio Control Transformers, Phase Shifting 
Transformers, and special applications. 


FEATURES 


No arcing duty on tap 
selector switch 


, Low Current density forlib- 6. 
eral thermal characteristics 


, Complete range continuous . Special arcing tips 


full load operation . Minimized wear from 


_ Full cycling positions elim- friction 


inate reactor loss 
, Greater arc clearances 


. Spring acceleration, positive 
snap-action arc contacts 


. Melamine surfaces In arc- 


. Vertically mounted In- 


sulating surfaces 


ME54-22 


COMPAN Y 


MOtLONE Y ELECTRIC 


Power Transformers « Distribution Transformers « Step Voltage Regulators « Regulating Transformers 


Transformers « Unit Substations « Network Transformers « Constant Current Transformers * Capacitors « Transformers For Electronics® 


> Load Ratio Control 


SALES OFFICES IN ALL PRINCIPAL CITIES e FACTORIES AT ST. LOUIS, MO. AND TORONTO, ONT., CANADA 
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JANUARY-FEBRUARY 





Thursday—20 


Friday—21 


Saturday—22 


Sunday—23 





National Association of Engineers’ Joint Council American Water Works Associated Equipment D1s- 
Home Builders ends coi- begins meeting, New York, Association, New Jersey tributors begin annual meet- 
vention, Chicago, Il. NN 28 Section, will hold winter ing, Chicago, Ill. 
luncheon meeting, New- 
ark, N. J. Feb. 9. Advance 
notice. 
Monday—24 Tuesday—25 Wednesday—26 Thursday—27 


General Electric Company 
begins annual plant mainte- 


Canadian Electrical Asso- 
ciation, Eastern Zone, be- 


Instrumentation for the 


Process Industries Sym- 


Pacific Coast Electrical As- 


sociation begins business 








mance and engineering gins meeting, Niagara posium begins, College Sta- development section con- 
* show, Chicago, IIl. Falls, Ontario, Canada. tion, Tex. ference, Fresno, Cal. 
Friday—28 Saturday—29 Sunday—30 Monday—31 
Pennsylvania Gas Associa- Public Utility Buyers’ Mason Contractors Asso- American Institute of 


tion begins midwinter sales 
conference, Philadelphia, 
Pa, 


Group, National Associa- 
tion of Purchasing Agents, 
will hold annual midwinter 
conference, Houston, Tex. 
Feb. 13-15. Advance no- 


ciation of America begins 
annual convention, SE 


Louis, Mo. 


Electrical 
gins winter general meet- 


ing, New York, N. Y. 


Engineers  be- 








ry 


Control 





BS) 
tice, a 
FEBRUARY Wednesday—2 Thursday—3 Friday—4 
Tuesday—1 National Rural Electric Missouri Valley Electric Edison Electric Institute, 
Co-operative Association Association begins indus- Home Service Committee, 
Edison Electric Institute, will hold annual meeting, trial and commercial sales begins meeting, Washing- 


Prime Movers Committee, 
ends 2-day meeting, Mo- 
bile, Ala, 





Atlantic City, N. J. Feb. 
14-17. Advance notice. 





Kansas_ City, 
Mo. 


conference, 





toe Da: 
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Reproduced by permission. 


Accounting Operations: People and Diversified Equipment 


From an original etching executed for Bell Telephone Magazine. 


Executed by Carl M. Schultheiss. 




















SPECIAL N@GIIFCE 


Owing to an oversight in our bindery, only one index, 


instead of two, covering Volumes 53 and 54 of PUBLIC 
UTILITIES FORTNIGHTLY, was bound into the last issue— 
January 6,1955. For your convenience,we are including 
both indexes at the back of this issue. You may dis- 


card one of the indexes of which you now have two. 








REC ROR RIS 





XUM 











Public 
Utilities 


FORTNIGHTLY 


VOL. 55, No. 2 





JANUARY 20, 1955 


The President’s Conference on 
Administrative Procedure 


Virtually unnoticed by the great utility industries and others, who are directly 
affected by the impact of expensive and time-consuming federal commission 
regulation, is a movement towards improvement of federal regulatory prac- 
tices. This work has been carried on by a conference, appointed by the 
President, to study administrative procedure problems. The head of this con- 
ference, a distinguished jurist of the federal bench, gives this account of the 
progress to date and the possibilities of the future in this field of regulatory 
reform in which every public utility and other industries regulated by federal 
agencies have a direct and immediate stake. 


By THE HonorasBLE E. BARRETT PRETTYMAN* 
CIRCUIT JUDGE, UNITED STATES COURT OF APPEALS FOR THE DISTRICT 
OF COLUMBIA CIRCUIT 


HE beginnings of the President’s 
Conference on Administrative Pro- 
cedure were when the Judicial Con- 
ference of the United States became con- 
cerned about the expense, the delay, and 
the volume of the records in some kinds 
of cases, judicial and administrative. It 





*For additional personal note, see “Pages with 
the Editors.” 


appointed a committee of ten judges to 
look into the alleged difficulties in big 
cases. These judges opined that, while 
they might be equipped with ideas con- 
cerning the judicial process, administra- 
tors might have more and better ones con- 
cerning administrative processes. 

An advisory committee, composed of 
members and general counsel of adminis- 
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trative agencies and practitioners of ad- 
ministrative law, was created and after an 
intensive survey came up with the sug- 
gestion that the President of the United 
States call a conference of representatives 
of all government agencies having adju- 
dicatory or rule-making functions and di- 
rect them to take a look at their own 
procedures. The President did so. He di- 
rected the Attorney General to prepare a 
list of such agencies and to invite each to 
send a delegate. There were fifty-six de- 
partments, bureaus, and commissions on 
the list. 


ee the great independent agencies, 
the Cabinet departments, and the 
great offices such as the Civil Service Com- 
mission, the Patent Office, and the Bureau 
of Internal Revenue, there are many some- 
what lesser bureaus and sections dealing 
with vitally important subjects, such as 
immigration, food and drugs, veterans’ 
affairs, social security, war claims, etc. 
The President directed that twelve mem- 
bers of the bar, three trial examiners, and 
three judges, all of whom he named, be 
included in the conference. The list totaled 
seventy-four delegates and members. 

The agencies named top-flight repre- 
sentatives. When the conference assem- 
bled, it was an interesting group, an en- 
cyclopedia in human form of procedural 
federal law. If you wanted to know how 
such-and-such is done, or ought to be done, 
in an adjudicatory administrative proceed- 
ing, all you had to do was to listen patiently 
enough and, without leaving your chair, 
you could hear authoritatively by admis- 
sible firsthand evidence how it is done 
everywhere in the whole vast reaches of 
the federal government. It was quite a 
sight. 
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HERE can be little doubt that the ad- 

ministrative agencies in Washington, 
generally speaking, had fallen into griev- 
ous habits in respect to their adjudicatory 
duties. The fault lay in many directions. 
In the first place, the courts had con- 
tributed by saying that the rules of evi- 
dence did not apply and that an agency 
must receive any offering by a party. In 
the next place, the practicing bar had con- 
tributed, because all too often the private 
party had the less desirable side of the con- 
troversy and the object of his counsel was 
confusion rather than clarity. After all we 
cannot expect counsel, who are human be- 
ings, to exert great effort to make clear 
a point upon which his client is wrong, or 
to aid in hastening the day upon which his 
client is to get bad news. 

In the third place, the agencies contrib- 
uted, because their regulatory, planning, 
semilegislative functions absorbed the cen- 
ter of their interest and the adjudication 
of disputes was cast into the penumbra of 
attention. 

The law schools contributed by fail- 
ing to train law students in the crafts- 
manship of controversy and so produced 
a generation of practitioners who knew 
the answers but had not the foggiest no- 
tion of how to reach them. And so hear- 
ings which should have run days were too 
often running months, were costing tens 
of thousands of dollars when they should 
have cost hundreds, and were producing 
thousands of pages to be read when a 
hundred or two would have sufficed. 


| ~ change all this is an exceedingly 
practical problem of many exceed- 
ingly practical parts. Pious platitudes and 
vociferous scolding are of exactly no value 
in the effort. The task concerned the ac- 





THE PRESIDENT’S CONFERENCE ON ADMINISTRATIVE PROCEDURE 


tualities of adversary presentation, a mat- 
ter as prosaic and practical as bricklaying 
or assembling a motorcar. We must re- 
member that the horny-handed mechanic, 
not the glib-tongued advertising man, 
makes an automobile run. The engine, not 
the upholstery, serves the function of 
transportation. The President’s confer- 
ence was composed of exceedingly practi- 
cal technicians, and they took an exceed- 
ingly practical view of their assignment. 
I suppose there was less oratory in the 
several sessions of that conference than 
there has been in any meeting in Washing- 
ton for many, many years. 

The conference promptly adopted an 
agenda of topics for study and divided it- 
self into eight working committees. It held 
four plenary sessions, each lasting two 
days, and its committees held innumerable 
meetings. In November of 1953 it adopted 
its first report and broadcast it to all in- 
terested people and organizations, distrib- 
uting some four thousand copies and seek- 
ing comment and suggestions from every 
available source. In October and Novem- 
ber of last year it adopted its final report 
and adjourned sine die. 


HILE the actions of the conference 
were premised upon exhaustive com- 
mittee reports and studies, the conference 
itself considered and adopted only recom- 
mendations, which were succinct, usually 


q 


e 


“.. . despite all the syndicated cynicism and dramatized incom- 
petence which is channeled out of Washington for us to feast 
upon, there are in this government of ours thousands of earnest, 


one sentence, advisory suggestions in 
epitomized form. 

No attempt was made to tell any agency 
what to do—to impose rules, in other 
words. In fact the President told the con- 
ference not to attempt that “his was a 
study and recommendation group. It was 
to find out what improvements could be 
made, call them to the attention of the 
agencies, and recommend that they be con- 
sidered for adoption. The conference itself 
called attention to the fact that the prob- 
lems of the several agencies differ so ma- 
terially that each suggested general prin- 
ciple must be adapted to fit the particular 
problem. 

The first and great achievement of the 
conference is an imponderable. It is no 
exaggeration to say that government 
agencies in Washington are today rapidly 
becoming procedure conscious. We really 
believe that the executive agencies are 
seeking ways and means of eliminating 
the unnecessary delay, expense, and vol- 
ume of record which were becoming char- 
acteristic of administrative proceedings. 
We hear accounts of reductions in time of 
hearings, of reductions in printing costs, 
of intensive training of government law- 
yers in trial techniques, and of sympathetic 
ears to the voices of the bar concerning 
procedural improvements. These are in 
part intangibles, but they are none the less 
real. 


honest, intelligent, patriotic men and women going calmly 
about the people’s business, not merely doing a day’s chore each 
day but at the same time inquiring about and experimenting 


with new and better ways of performing the job... 
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NE further word about the conference 
itself. It is a new experiment in gov- 
ernment. It is a co-operative self-examina- 
tion by government agencies themselves. 
Investigations and inquiries by outside 
groups, such as congressional committees 
and such splendid organizations as the 
Hoover Commission and its task forces, 
have important places which no one would 
deny or decry. A study from outside the 
turmoil of actual operation has values 
which cannot be replaced by any other ap- 
proach. But self-examination and self- 
criticism also have values which no other 
method can equal. 

Especially is this true in respect to a 
co-operative self-examination. Here were 
fifty-six agencies, widely differing in func- 
tions, organization, and procedures, all 
looking at each other and at themselves 
and saying, “How can we improve our- 
selves?” I think no step has been taken 
which has produced the results achieved by 
the co-operative self-examination on the 
part of the federal courts. The same can 
be and, I venture to forecast, will be 
achieved in respect to the administrative 
agencies. They know firsthand what the 
problems are. Given support and encour- 
agement from the top, which they are re- 
ceiving from the President, the Chief 
Justice, and the Attorney General, truly 
major results in good government are 
most certain. 

And in all this I would not overlook the 
part played by the outside bar. One or 
more of these practitioners were on every 
committee of the conference. They were 
tough troopers right out of the trenches 
of combat. They served in part as burrs 
under the saddles and in part as bits on 
the bridles to prevent some thoroughbreds 
from running away. They did a marvelous 
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job in friendly albeit vigorous participa- 
tion in all the goings-on. 


N’’ a short description of some of the 
recommendations of the conference. 
It was concerned with long and compli- 
cated cases. Its attention was not directed 
to the ordinary calendar. Whether some of 
its recommendations ought to apply gen- 
erally is another problem. It adopted 
forty-four recommendations. Two were 
addressed to the President, three to the 
Judicial Conference, six to the Civil Serv- 
ice Commission, one to the General Serv- 
ices Administration, and twenty-two to the 
administrative agencies. 

The conference recommended to the 
President that he establish in the Depart- 
ment of Justice an Office of Administra- 
tive Procedure, which would have three 
principal duties: (1) to carry on studies 
of the procedure in all the government 
agencies, (2) to collect and publish facts 
and statistics concerning those procedures, 
and (3) to assist the agencies and their 
respective bars in co-operative efforts to 
improve those procedures. The conference 
took its cue from the Administrative 
Office of the United States Courts. That 
office, under its director, collects and pub- 
lishes statistics, reports, and recommenda- 
tions concerning the business of the fed- 
eral courts. Every federal court now 
knows exactly the state of the business in 
every other federal court. The compelling 
impulses flowing from that public knowl- 
edge are terrific. The same sort of results 
are sought among the administrative agen- 
cies. The object is general public knowl- 
edge as to how every government agency 
is conducting its public business, a channel 
for inquiry from one agency to the others, 
an active instigator for improvement, a 
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Public Interest in Procedural Reform 


ad i= basic philosophy of the President’s conference ts easily stated. 

The conference stated it in the first recommendation it adopted. It 
is that unnecessary delay, expense, and volume of record in adjudicatory 
proceedings are detrimental to the public interest. The public interest, let 
us note, 1s what the conference said—not merely the litigants’ interest. If 
the conference did no more than secure the acceptance of that thesis by 
government agencies, it would have erected a milestone in the progress 

of government.” 
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continuing, day-by-day, year-by-year ad- 
vocate of mutual self-improvement. 

The other recommendation addressed to 
the President was in effect an endorsement 
of legislation sponsored by the Judicial 
Conference, looking toward the shorten- 
ing of records on appeal in administrative 
cases. 


7. recommendations were ad- 
dressed to the Judicial Conference. I 
would call your attention to one, which 
was invented over at the Federal Power 
Commission. It is that the briefs be print- 
ed, or at least put into proof, before in- 
stead of after the parties designate the 
portions of the record to be printed. This 
simple expedient, we have been told, has 
saved up to 75 per cent of printing costs. 





A committee of the conference made an 
exhaustive study of the costs of transcripts 
and came up with some interesting, indeed 
some amazing, facts concerning the sub- 
ject. The conference made a whole series 
of recommendations on that subject. 

Of the twenty-two recommendations 
addressed to the agencies, a number were 
general in their nature—advocating such 
things as studies of procedure, definitions 
of the status of agency counsel in trial 
proceedings, the preparation of trial 
briefs, definite rules as to interlocutory 
rulings and appeals, the current indexing 
of records, the preparation and use of 
trial attorneys’ manuals (a field in which 
the Federal Trade Commission has pio- 
neered ), the preparation of practice man- 
uals, the use of in-service training and of 
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lawyers’ institutes, and conferences with 
the bar. 


HE conference recommended the 

adoption of a prehearing conference 
practice by the agencies. Its objects are 
principally three—a crystallization of the 
issues to be heard, the elimination of un- 
necessary technical formalities in the pres- 
entation of proof, and the creation of a 
plan of procedure. The rule recommended 
is patterned upon the rule in the Federal 
Rules of Civil Procedure. It contemplates 
total informality in these preparations for 
formal hearings, and it contemplates a 
preliminary procedural order to govern 
the hearings. 

The conference adopted two or three 
recommendations in respect to the presen- 
tation of evidence. One was that all docu- 
mentary evidence be submitted to the 
hearing officer and to all parties well in 
advance of the hearing. The other dealt 
with the troublesome problem of expert or 
opinion testimony. The nub of the recom- 
mendation was that such testimony be re- 
duced to writing and exchanged prior to 
the hearing and that all underlying data 
be available for examination by all parties, 
but that only the necessary minimum of 
such data be formally placed in the record. 

The conference recommended that 
courts encourage the agencies to exclude 
irrelevant material. 


|. eewaenibiee of the conference plowed 

deep into the matter of uniform rules 
and dug out a mass of original research 
material upon the subject. The feasibility 
of uniform rules for all administrative 
agencies is a topic which has long intrigued 
the idealists. Procedural provisions uni- 
versally applicable would indeed be profit- 
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able as well as pleasant for practitioners. 
But the possibility of such a Utopian 
cover-all has equally dismayed the realists. 
The problems of the agencies differ as do 
the salts of a single element. 

Innocent though the presence or absence 
of one atom in a chemical compound may 
appear in the written formula, factually 
that atom may mean the difference be- 
tween life and death. The Interstate Com- 
merce Commission has before it the rates 
of a hundred railroads, the Labor Board 
the grievances of a thousand individual 
laborers, the Power Commission the de- 
preciation of 10,000 miles of pipe or wire, 
the Communications Commission the in- 
tricacies of rapidly expanding sciences, 
the Securities and Exchange Commission 
the financial complexities of a network of 
corporate entities, the Civil Aeronautics 
Board the needs of the nation in the vast 
new transportation lanes of the sky, and 
so on. These dissimilar basic problems 
present dissimilar problems in procedure. 


A@ yet through the whole of this array 
of unlikes run threads of likes. Some 
uniformity would be helpful even if full 
uniformity be impractical. And so the con- 
ference tackled that problem. The con- 
ference recommended to the agencies that, 
while uniform rules are neither desirable 
nor feasible in all matters, they are de- 
sirable and feasible in many matters. It 
recommended that the agencies study co- 
operatively for possible adoption uniform 
rules on a specific list of nine subjects, 
which were the computation of time, the 
service of process, subpoenas, depositions 
and interrogatories, official notice, pre- 
sumptions, stipulations and admissions of 
record in proceedings involving numerous 
parties, the form and content of decisions, 
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and appeals from intermediate decisions. 
The conference even adopted illustrative 
rules on the subjects as starting points for 
the recommended studies. 

The conference recommended a policy 
respecting the uniform identification of 
agency rules, uniform citations and refer- 
ences to agency rules, and uniform print- 
ing practices as to rules. 


7 conference quickly recognized, as 

every researcher in the field quickly 
recognizes, that the key to efficiency in 
adjudicatory processes is the hearing offi- 
cer. Just as the trial judge is the key to 
efficiency in the judicial system, so the 
hearing officer is the key in the adminis- 
trative system. If he is able, industrious, 
and interested, the proceedings which he 
conducts move to their conclusions with 
accuracy, economy, and expedition. But if 
he is incompetent, lazy, or uninterested, all 
the rules and policies which any tribunal 
can adopt will not make that forum a 
place of effectiveness. Prehearing confer- 
ences, preparation of counsel, model 
pleadings, plans for hearings, rules of 
evidence are all so much academic exercise 
if there be not a competent official in the 
presiding officer’s chair. The conference 
also learned that, although the matter has 
been the subject of long debates and much 
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writing, no exhaustive research job has 
ever been done on it so far as the federal 
government is concerned. And so a com- 
mittee set about to do that research task. 
The program was little short of stupen- 
dous. 


Siew problem as to hearing officers has 

many facets. What should be the 
qualifications of hearing officers—as to 
professional background, as to age, as to 
experience, as to special fields of adminis- 
trative problems? Where and how should 
they be recruited—at the bar? in the law 
schools? in the government? How should 
they be selected; that is, how should their 
qualifications be evaluated so as to sepa- 
rate the qualified from the rest? Who 
should do this evaluating? Who should 
appoint hearing officers—the President? 
the Attorney General? the Civil Service 
Commission? the several agencies? an in- 
dependent board? an independent official ? 
Should hearing officers be officers of the 
several agencies or of a central office? 
Should they be assigned permanently to 
one agency, or should their assignments be 
temporary? What should be their tenure— 
for life? a term of years? at the pleasure 
of some official? And, if the latter, whom? 
For what reason and by what process 
should hearing officers be removed? How 


“A COMMITTEE of the conference plowed deep into the matter 
of uniform rules and dug out a mass of original research ma- 
terial upon the subject. The feasibility of uniform rules for all 


administrative agencies is a topic which has long intrigued the 
idealists. Procedural provisions universally applicable would 
indeed be profitable as well as pleasant for practitioners. But 
the possibility of such a Utopian cover-all has equally dismayed 
the realists. The problems of the agencies differ as do the 


salts of a single element.” 
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should they be promoted? How should 
they be classified—all alike or in grades? 
How should they be assigned—indiscrimi- 
nately or selectively? Are these enough 
topics to indicate that the subject is diffi- 
cult, delicate, complex, and confusing? I 
guess they are. 


HE conference committee split down 

the middle on its final report. Four 
members urged that the entire hearing 
officer problem be placed in the hands of 
an independent board to be appointed by 
the President. Four other members urged 
that the problem be left to the Civil Serv- 
ice Commission but be placed in a new 
division under the commission, with ap- 
pointments from both within and without 
the government to a supervising board. 
The conference debated the two reports 
carefully, vigorously, and at length. By a 
vote of 35 to 23 a recommendation favor- 
ing retention of the problem by the Civil 
Service Commission was adopted. At the 
next plenary session, a month later, a mo- 
tion for reconsideration of the subject was 
debated for half a day and failed of adop- 
tion, receiving 30 votes against a needed 
38 required by the rules of the conference. 
The conference adopted several specific 
recommendations respecting hearing ex- 
aminers, dealing with qualification stand- 
ards, recruitment, the career merit system, 
salary grades, and compensation. It was 
interesting that the conference voted 
against a single grade for examiners, 
either in the government as a whole or in 
any one agency. 


io basic philosophy of the Presi- 

dent’s conference is easily stated. The 
conference stated it in the first recom- 
mendation it adopted. It is that unneces- 


JANUARY 20, 1955 


sary delay, expense, and volume of record 
in adjudicatory proceedings are detrimen- 
tal to the public interest. The public in- 
terest, let us note, is what the conference 
said—not merely the litigants’ interest. If 
the conference did no more than secure 
the acceptance of that thesis by govern- 
ment agencies, it would have erected a 
milestone in the progress of government. 
It has long been an accepted axiom in 
judicial processes that justice delayed is 
justice denied, and it is equally, although 
more recently, established that justice too 
costly to obtain is no justice. 

But the same simple truths have not 
been so clearly seen in the administrative 
field. So great a proportion of the time and 
effort of administrative bodies is neces- 
sarily devoted to rule making for prospec- 
tive applications, or to sweeping investiga- 
tory duties, that the needs of the person, 
individual or corporate, involved in a 
dispute which must be adjudicated in order 
that rights may be ascertained and fixed, 
have not had the major attention which 
they merit. The fact is that if the adminis- 
trative agencies are to continue to adjudi- 
cate disputes concerning rights, they must 
recognize and apply those elements which 
have come to be, in our American think- 
ing, essentials to that process. There was 
no voice in dissent when the declaration 
of the first recommendation was laid be- 
fore the conference. It was a high note, an 
important note, a hopeful note, an impres- 
sive note, in the cause of effectiveness in 
democratic government. No wonder that 
President Eisenhower referred to that 
recommendation as a “purposeful declara- 
tion.” 


: } ‘HE final action of the conference was 
to adopt a resolution suggesting to the 
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President that he establish a permanent 
conference, somewhat along the lines of 
this one, to meet once a year, or oftener 
if need be, to exchange ideas and to make 
recommendations concerning administra- 
tive procedure. My own hope is that this 
will be done. It would be healthy, helpful 
government. 


AX this has been going on in Washing- 

ton these past years without fanfare 
— indeed almost without public notice. The 
subject matter is too dull and dry to make 
good newspaper copy. And no commercial 
sponsor of television time steps aside to 
permit broadcasts of so undramatic an 
activity; if, indeed, any broadcaster were 
so oblivious to public tastes in entertain- 
ment as to put such events on the air. As 
a matter of fact I doubt that achievements 
in procedural reform are of the level of 


importance which merits general public 
notice. 

But I think we are entitled to realize 
that, despite all the syndicated cynicism 
and dramatized incompetence which is 
channeled out of Washington for us to 
feast upon, there are in this government 
of ours thousands of earnest, honest, in- 
telligent, patriotic men and women going 
calmly about the people’s business, not 
merely doing a day’s chore each day but 
at the same time inquiring about and ex- 
perimenting with new and better ways of 
performing the job in the public interest. 
And working alongside these government 
folks in the field in which lies the adminis- 
tration of justice are many devoted mem- 
bers of the bar in many sorts of organiza- 
tions, donating to the community welfare 
their time and thought. Such, we like to 
think, is the President’s conference. 





Purchasing Power and the Railroads 


a these days when we hear so much talk about consumer 
purchasing power, let us remember two highly important 


facts about the railroads: 


“First, that they provide direct employment for about 1,250,000 
people, and are therefore the principal source of the money which 
these people and their families spend each year. 

“Second, that the railroads themselves are among the largest 


consumers to be found anywhere in the market places of America. 
Last year [1953], for example, they purchased about $34 billion 
worth of supplies, materials, and new equipment; and we have 
already noted what happens to our economy when these expendi- 
tures start to fall off. 

“So if any of us have been inclined to think that the railroads 
are a relic of the past, and that we can get along without them— 
either now or in the foreseeable future—it is certainly high time 
that we revised our thinking considerably! 

“Nor do we do any great credit to our own intelligence, I think, 
when we complain that the railroads are badly managed, that they 
have failed to modernize, and that they are all out of step with the 
times... . The truth is, of course, that no other industry in this 
country has made so many fundamental advances in the face of 
such overwhelming obstacles.” 

—BENJAMIN F. FAIr_ess, 
Chairman of the board, United States 
Steel Corporation. 
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Wisconsin and the Phillips Case 


Before and after the celebrated U. S. Supreme Court decision in 
the Phillips Petroleum Company Case, there have been a number 
of articles, including several in this magazine, explaining the gas 
producers’ position in resisting FPC regulation of production and 
gathering. By way of balancing the record, here is an article written 
from the viewpoint of those who favor FPC jurisdiction on grounds 
that it is for the protection of the consumers and in the public 


interest. 


By THE HonoraBLE JAMES R. DURFEE* 
CHAIRMAN, WISCONSIN PUBLIC SERVICE COMMISSION 


y now, readers of PuBLic UTILITIES 
FoRTNIGHTLY have had the benefit 
of extensive and valuable discussion 

of the legal implications and effects of the 
decision of the United States Supreme 
Court in the Phillips Case.* Spokesmen 
for the Phillips Petroleum Company have 
made publicly and abundantly clear the 
position of the company toward the de- 
cision and toward the municipal and state 
authorities on the opposing side. Up to 
now, however, very little has been heard 
from the consumer end of the pipeline. 





*For additional personal note, see “Pages with 
the Editors.” 

1 Phillips Petroleum Co. v. State of Wisconsin 
et al. (1954) 347 US 672, 3 PUR3d 129. 


JANUARY 20, 1955 


70 


The Wisconsin Public Service Commis- 
sion therefore welcomes the invitation of 
the ForRTNIGHTLY to discuss the case from 
our viewpoint. 

In this article, the writer will not take 
the legalistic approach, but will point out 
the particular facts in the Phillips Case 
as they affected the state of Wisconsin. 
Jerome Alper, in a very thorough legal 
discussion of “Regulatory Obligations of 
the Gas Producers,” published in this pe- 
riodical under date of last October 14th, 
pointed out the particular significance of 
the facts in the case. 

“Although the court clearly indicates 
that exceptions to the primary grant of 
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WISCONSIN AND THE PHILLIPS CASE 


jurisdiction are to be strictly construed, 
it does not appear that the great number 
of independent producers whose opera- 
tions differ materially from Phillips are 
justified, in view of the importance of the 
question to them and the lack of certainty 
in the court’s language, in assuming that 
the decision of the Phillips Case is applica- 
ble to them. The court’s language clearly 
is equivocal and factual differences his- 
torically have been significant in deter- 
mining how much of the broad federal 
power over interstate commerce Congress 
has exercised in any particular statute.” 


I“ the Phillips Case, the state of Wis- 
consin and its public service commis- 
sion, together with municipalities and 
counties of Michigan, Wisconsin, and 
Missouri, insisted that under the facts in 
that particular case, the Phillips Petro- 
leum Company was a natural gas company 
subject to rate regulation by the Federal 
Power Commission under the Natural Gas 
Act. 

The interest and purpose of the Wis- 
consin commission in the Phillips Case 
were that the supply of natural gas to the 
consumers of this state be adequate and 
be reasonably priced. 

The Phillips Case has frequently been 
referred to as a “test case.” The Wiscon- 
sin commission was not motivated by a 
desire to establish a new principle of regu- 
latory law. It acted solely to protect our 
natural gas consumers from excessive 
rates. 

Why was Wisconsin the only state that 
took the fore, together with the city of 
Milwaukee and the counties and munici- 
palities of Michigan and Missouri, in the 
Phillips Case? 

The answer to that question can be 
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found in the facts in the Phillips Case. 
Perhaps there can also be found in those 
facts at least a partial answer to the prob- 
lem now confronting the natural gas 
producer. 


fies first significant fact is that in 

Wisconsin, the eleventh state in 
population in our nation, over 95 per cent 
of the present natural gas consumers ob- 
tain their gas supply from the Michigan- 
Wisconsin Pipe Line Company. This pipe- 
line company has a virtual monopoly on 
the present sale of natural gas to Wis- 
consin utilities, but it is a monopoly regu- 
lated by the Federal Power Commission. 

Another equally significant fact is that 
the Michigan-Wisconsin Pipe Line Com- 
pany buys all of its natural gas in Texas, 
from the Phillips Petroleum Company, 
under contracts which gave Phillips an 
unregulated monopoly of supply. To 
furnish this gas, Phillips produces gas it- 
self. It also buys and gathers gas not only 
from other producers in Texas, but inter- 
state from Oklahoma. It transports all of 
this gas in its own pipelines to its own 
processing plants and then transports the 
processed gas in its own pipelines to the 
Michigan-Wisconsin Pipe Line, where it 
is sold by Phillips to the pipeline company 
for transportation and resale to Wiscon- 
sin utilities. 

The facts as to the contractual provi- 
sions in the Phillips Case are also signifi- 
cant. The initial contract between Phillips 
and the Michigan-Wisconsin Pipe Line 
Company was entered into on December 
11, 1945. It provided for an initial de- 
livery rate of 343,000,000 cubic feet daily 
at an initial price of 5 cents per thousand 
cubic feet of gas. Due to inability of the 
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pipeline to meet contract deadline dates, 
amended contracts and new contracts 
were subsequently made. Under their 
provisions, including escalator clauses and 
other changes, the initial rate of 5 cents 
was successively raised to over 8.5 cents. 
For all practical purposes, it may be stated 
that the rate charged by Phillips to 
Michigan-Wisconsin Pipe Line Company 
increased to a total of over 70 per cent be- 
tween the date of the original 1945 con- 
tract and the date of full contract de- 
liveries to the pipeline in 1950. 


—— to a chart of natural gas field 
prices in FPC Commissioner Dig- 
by’s article in this magazine of October 
14th, the weighted average price per Mcf 
for gas purchased from all producers 
from 1951 was 6.92 cents, and the 
weighted average price for the 3-year 
period, 1951 to 1953, for the production 
area in which Phillips operated was 7.92 
cents. 

The increase in the Phillips contract 
from 5 cents to over 8.5 cents by 1950 was 
not, however, the chief concern of the 
state of Wisconsin. There also existed 
definite possibilities of further unmerited 
increases under the escalator clauses in the 
final contract. Most of these escalator 
clauses were added to the original contract 
by amendments which the pipeline com- 
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“THE interest and purpose of the Wisconsin commission in 
the Phillips Case were that the supply of natural gas to the 
consumers of this state be adequate and be reasonably priced. 


pany had to accept because of contract 
deadline dates and construction diffi- 
culties. 

One of the escalator clauses finally 
arrived at provided that, if the Bureau of 
Labor Statistics Index reached a certain 
point, the base city gate rate of 25 cents 
per thousand cubic feet was to be adjusted 
upwards in accordance with the relation- 
ship of that base price to the actual city 
gate rate received by the Michigan- 
Wisconsin Pipe Line Company. Up to 
the time of the last Michigan-Wisconsin 
Pipe Line Company Case, decided by the 
Federal Power Commission on July 28, 
1954, the city gate rate had been succes- 
sively raised under bond to 35 cents per 
Mcf. This increase resulted in an auto- 
matic escalation of 40 per cent in the Phil- 
lips rate to the pipeline company without 
any showing of necessity or reasonable- 
ness for such an automatic increase. 


¥ the decision of the pipeline rate case 

referred to (Docket Nos. G-1678 and 
G-1966), the Federal Power Commission 
in commenting on the escalator clause 
provisions in the Phillips-Michigan-Wis- 
consin Pipe Line Company contracts, said : 


Any provision in a gas purchase con- 
tract which provides for an increase 
based on the rates to be charged by the 
purchaser for the sale of such natural 


The Phillips Case has frequently been referred to as a ‘test 
case.’ The Wisconsin commission was not motivated by a desire 
to establish a new principle of regulatory law. It acted solely 
to protect our natural gas consumers from excessive rates.” 
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gas in interstate commerce for resale 
is inconsistent with the standards of the 
Natural Gas Act and contrary to the 
public interest as a matter of law, to say 
nothing of the fact that a change in 
rates, under no circumstances, may be 
made effective except in accordance 
with § 4(d) of the act. 


How did Phillips get the pipeline com- 
pany to agree to an increase in contract 
price of 70 per cent before even beginning 
full delivery under the contract ? Why did 
the pipeline company, in an arm’s-length, 
unaffiliated transaction, agree to escalator 
clauses that have been found contrary to 
the public interest as a matter of law? 

The answer is that the Michigan- 
Wisconsin Pipe Line Company was by 
that time already committed by contract 
to Phillips as its sole supplier. Its pipeline 
was authorized and partially constructed 
from the Phillips’ delivery point in Texas. 
The pipeline company was bound to Phil- 
lips by contract, by its FPC certificate, by 
the physical location of its pipeline, and 
by its capital investment in this line. It 
could not move its pipeline like a garden 
hose from one producer to another in 
search of lower prices. 


HE argument has been made that if 

sales of natural gas for resale in 
interstate commerce are to be subject to 
federal regulation, then such regulation 
could be extended to the coal and oil in- 
dustries. The Wisconsin purchaser of coal 
or oil can move freely in an open com- 
petitive market in search of lower prices. 
The Wisconsin consumer of natural gas 
is bound by the Michigan-Wisconsin Pipe 
Line to Phillips for his supply. Because 
of this virtual monopoly, Phillips was able 


to increase its prices to over 70 per cent 
from the initial contract rate before it 
even began to make full contract delivery 
and to negotiate the escalator clauses 
added to the original contract. 

When the state of Wisconsin, the Wis- 
consin commission, and the other con- 
sumer parties asked for regulation of the 
rising rates charged by Phillips to the 
Michigan-Wisconsin Pipe Line, the Fed- 
eral Power Commission refused to take 
jurisdiction. The commission ruled that 
the sales to the pipeline by Phillips were 
part of, or incidental to, production or 
gathering as exempted from regulation by 
the Natural Gas Act. Wisconsin and other 
consumer parties then appealed and the 
United States court of appeals ruled: 


Thus Phillips sells the gas after the 
time and beyond the place, at which pro- 
duction and gathering are complete and 
after processing has intervened . . . 
The exemption of production or gather- 
ing does not exempt sales made after 
production and gathering have been 
completed. 


HIs decision was final as far as Wis- 
consin was concerned. We did not 
share the opinion of counsel for the Fed- 
eral Power Commission that this decision 
of the United States court of appeals was 
confusing and “frustrating at least tempo- 
rarily to those seeking a decisive answer.” 
Wisconsin and the other consumer repre- 
sentatives were the appellants who sought 
the decisive answer in the court of appeals, 
and we got a decisive answer. Phillips was 
subject to federal regulation as a natural 
gas company under the Natural Gas Act, 

under the particular facts in the case. 
It was not Wisconsin that then appealed 
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Regulating Natural Monopolies 


. ee an unregulated monopoly of the basic supply of natural 

gas or any other essential commodity to practically the entire 
market of any state arises in interstate commerce and that monopoly is 
used to force prices upward, one of two things generally happens: The 
monopoly is broken under the federal antitrust laws or it 1s placed under 
federal regulation. This legal reaction to monopoly is not Socialism, as 
recently charged by a Phillips spokesman, it is an established principle of 
American government as basic as the concept of free enterprise and tt can- 
not be disregarded in any solution of the natural gas-producing problem.” 








this case to the United States Supreme 
Court. It was not Wisconsin that obtained 
the court’s ruling that the Natural Gas 
Act’s exemption of “production or gather- 
ing” did not exclude from the Federal 
Power Commission’s jurisdiction the au- 
thority to fix prices for interstate sales 
for resale by independent natural gas 
producer-gatherers. The appeal on which 
this final decision rests was taken by the 
Phillips Petroleum Company and the 
three southwestern states that were also 
parties. 
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This original appeal of Phillips was 
denied (on certiorari) by the United 
States Supreme Court, which left stand- 
ing the court of appeals decision without 
further opinion. Phillips and its associ- 
ates then moved for rehearing, which was 
granted. The Supreme Court then issued 
the final decision and opinion. 


ti was under this final broad decision, and 

not the decision in the court of appeals 
on the particular facts of the Phillips 
Case, that the Federal Power Commission 


WISCONSIN AND THE PHILLIPS CASE 


prescribed Rule 174 and 174-A. If regu- 
lation of all producer sales for resale in 
interstate commerce now begins at the 
wellhead, it was Phillips and not Wiscon- 
sin that took the appeal that brought about 
this final decision. 


| amen evidence of the pressure of 
monopoly exerted upon Wisconsin by 
Phillips can be found in the following ex- 
cerpt from a recent address given by the 
chairman of the board of Phillips Petro- 
leum Company (October 12th, before the 
annual convention of the American Gas 
Association) : 


The principal advocates of federal 
regulation of independent producers 
have been state and municipal authori- 
ties of Wisconsin and Michigan. They 
were warned time and time again in the 
course of this protracted litigation that 
federal regulation of gas producers 
would be detrimental to the interests of 
their gas consumers. They were un- 
moved. 


This is an understatement. Actually, 
another Phillips official warned Wisconsin 
representatives at the outset of the case 
before the Federal Power Commission 
that if they persisted in trying the case, 
the people of Wisconsin could freeze, that 
they would never get another cubic foot 
of natural gas. This ultimatum to the offi- 
cials of a great sovereign state was voiced 
by an official of a company which obvi- 
ously felt that Wisconsin was at its mercy 
so far as natural gas was concerned be- 
cause the company then held almost a 
complete monopoly of supply to the state. 

The state authorities of Wisconsin have 
never been “the principal advocates of 
federal regulation of independent pro- 
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ducers” as asserted by the Phillips board 
chairman. In fact, this quotation flatly 
contradicts an earlier statement made by 
the same author, in the July 8, 1954, issue 
of Pusiic UTILITIES FORTNIGHTLY (page 
29): 
... Portions of the opinion (U. S. Su- 
preme Court) suggest a sweeping ex- 
tension of governmental regulation to 
a whole industry not heretofore subject 
to regulation by the federal govern- 
ment, the business of the independent 
producers of natural gas. 
This goes farther than even our 
opponents in this proceeding dared to 
claim. ... 


HE fact is that the authorities of 

Wisconsin and Michigan were not 
“the principal advocates of federal regu- 
lation of independent producers.” The 
state of Wisconsin never urged or con- 
tended that regulation of all producer 
sales in interstate commerce for resale be- 
gins at the wellhead of every independent 
producer. Our state rested its case upon 
the facts that Phillips transported and sold 
the gas after production and gathering 
were completed. We took this position 
because Phillips held and took full advan- 
tage of an unregulated monopoly over the 
basic supply and price of natural gas to 
over 95 per cent of the existing Wisconsin 
market. 

Amendment of the Natural Gas Act is 
now being urged throughout the gas- 
producing industry. Whatever the effect 
of the Phillips decision may be on the en- 
tire natural gas industry; whether the best 
interests of both producers and consumers 
now require further revision of federal 
regulatory procedure as to production and 
sale in interstate commerce for resale; the 
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facts in the Phillips Case and their re- 
sultant monopoly of supply in Wisconsin 
cannot be ignored in the consideration of 
this question. 

In this connection we concur with a 
statement recently made by United States 
Senator Wiley of Wisconsin: “In any 
event, it is my earnest hope that the FPC 
will have laid the basis for effective pro- 
tection of the rights of Wisconsin and 
other consumers. There is, of course, 
nothing inconsistent between that objec- 
tive and the objective of fair treatment of 
individual natural gas companies.” 


Prorosats for the solution of this vast 

problem do not now lie within the 
province of this writer; state public serv- 
ice commissioners do not write federal 


law or judge federal statutes. However, 
we are all cognizant of one well-estab- 
lished principle of federal regulation. 
Whenever an unregulated monopoly of 
the basic supply of natural gas or any 
other essential commodity to practically 
the entire market of any state arises in 
interstate commerce and that monopoly is 
used to force prices upward, one of two 
things generally happens: The monopoly 
is broken under the federal antitrust laws 
or it is placed under federal regulation. 

This legal reaction to monopoly is not 
Socialism, as recently charged by a Phil- 
lips spokesman; it is an established prin- 
ciple of American government as basic as 
the concept of free enterprise and it can- 
not be disregarded in any solution of the 
natural gas-producing problem. 





Southwestern Gas and Oil Legal Meetings 


LANS for the sixth annual Oil and Gas Institute at the Southwestern Legal Cen- 

ter at Dallas, Texas, have been announced by the Southwestern Legal Founda- 
tion. The forum will be held January 19, 20, and 21, 1955. It is expected, as always, 
to attract the Western Hemisphere’s top oil attorneys, accountants, and officials to 
the Legal Center on the campus of Southern Methodist Unwersity. 

Last January's highly successful Oil and Gas Institute is expected to be surpassed 
by the 1955 edition. The 1954 meeting attracted more than 800 persons from every 
oil-producing state of our nation, as well as Canadian and Mexican provinces. 

Robert G. Storey, former president of the American Bar Association and presi- 
dent of the Southwestern Legal Foundation, announced that fourteen speakers 
have agreed to take part in the sixth edition Of the forum, technically known as the 

“Institute on the Law of Oil and Gas and Taxation.” 

Reserved seating will be on the basis of first registered, first seated, Storey said. 
If the registration exceeds the cgpacity of the Legal Center's auditorium and near- by 
lounge, the meeting will be moved to a larger auditorium. Registrations were in 
charge of Gordon R. Carpenter, secretary, Southwestern Legal Foundation, Hill- 
crest at Daniels, Dallas, Texas. The fee for the entire 3-day session is $35, or $15 
per day. 

Among the scheduled speakers were Justin R. Wolf, president, Federal Power 
Bar Association and former general counsel of the Petroleum Administration for 
Defense; Ernest O. Thompson, chairman, Texas Railroad Commission; Wilmer 
D. Masterson, Jr., professor of law, Southern Methodist University; and Lucius 
M. Lamar, vice president and general counsel, The California Company. 





JANUARY 20, 1955 76 








Good Partners in Mexican 
Utilities 


PART I. 


In Mexico “foreign” capital has been primarily re- 
sponsible for the establishment and development of 
vital public utility services. How are these utilities 
regulated? How are the “foreign” investors treated? 
What is the outlook? And how do the fiscal policies 
of the United States government affect that outlook? 


By HERBERT M. BRATTER* 


HE meeting of U. S. and Latin 


American ministers of finance and 

economy at Rio de Janeiro in No- 
vember again has aired the development 
problems of the expanding Latin Ameri- 
can nations and the demand for dollars for 
use south of the border. President Eisen- 
hower, in his message to the conference, 
dedicated the U. S. to the rdle of “the 
good partner.” Secretary of the Treasury 
Humphrey, heading the U. S. delegation, 
cited as U. S. steps toward closer partner- 
ship the recent enlargement of the Ex- 
port-Import Bank’s resources by $500,- 
000,000; the Eximbank’s new line-of- 





*Economist_and business author, resident in 
Washington, D. C 


credit procedure for financing American 
capital-goods exports and the administra- 
tion’s decision to back a modified “Inter- 
national Finance Corporation” as a sub- 
sidiary of the World Bank. 

But Mr. Humphrey’s main emphasis 
was placed on the advice to our Latin 
“partners” to encourage private enterprise 
in international investment. Some of the 
Latin American countries latterly have 
been taking steps to encourage the private 
investor of dollars; but at Rio Mr. Hum- 
phrey faced a virtual clamor for more 
official dollar investments. The American 
viewpoint, as spelled out just prior to Rio 
by Assistant Secretary of State Henry F. 
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Holland, certainly makes good sense in 
English, however it may read in transla- 
tion. Mr. Holland said: 


If a government wants to attract 
capital for economic development, what 
better can it do than institute those 
policies and create those conditions that 
will logically encourage all private in- 
vestors, both domestic and foreign? 
Both groups will react in the same way 
to a given set of conditions. Anything 
that discourages a Mexican investor is 
likely to discourage one from the 
United States or Argentina. ... A gov- 
ernment that wants foreign investors 
should first take a careful look at the 
local investor. If he is exporting his 
capital or investing it only in such non- 
productive things as real estate, then it 
is a reasonable certainty that the for- 
eign investor will be reluctant to enter. 


Yet in many underdeveloped Latin Amer- 
ican countries this is precisely the existing 
situation—especially as it applies to public 
utility enterprises. 


N Mexico in October the writer had the 

opportunity to see on the ground some 
of the problems of a country whose ex- 
ploding population and economic ambi- 
tions call for a vast expansion of power 
development during the next generation, 
as well as the problems of foreign inves- 
tors in Mexican public utilities of all kinds 
during the past periods of development, 
evolution, and _ revolution. However 
happy the experience of foreign investors 
in other Mexican industrial and business 
ventures, foreign investors in Mexican 
utilities, whose returns and rates are, of 
course, regulated by not always under- 
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standing and sometimes hostile authori- 
ties, as a rule have been much less for- 
tunate. The occasion for this article is to 
examine the decision of the Mexican gov- 
ernment to grant a 21.2 per cent rate in- 
crease to the Mexican Light & Power 
Company (“Mexlight”), effective Octo- 
ber 1, 1954, and what significance this 
decision may have for the industry as a 
whole. 

In such a brief article as this, dealing 
with so complicated a story as that of 
Mexico’s utilities, we can touch only the 
high lights. To set the stage for our story 
we may note the following facts: Electric 
power development was introduced in 
Mexico by foreign capital, much of which 
later changed hands. Primarily because 
of the adverse effects of repeated devalua- 
tions of the peso, the regulation of utility 
rates and earnings on a peso basis, politi- 
cal disturbances, and the like, earnings of 
the foreign utilities have been much too 
low to encourage the bringing in of the 
additional capital needed to keep up with 
the expanding demand. The common 
stock of the Canadian-owned company 
operating in Monterrey has gone without 
a dividend for forty-one years and that 
of Mexlight, until the small dividend de- 
clared this fall, for forty years. 


mags capital in another form, how- 

ever, has come to the rescue: in the 
form of loans of the Export-Import Bank 
to the Mexican government and loans ot 
the World Bank to both the Mexican 
government and, with the latter’s guar- 
anty, to Mexlight itself. Such loans, 
coupled with the Mexican government’s 
own resources, have put that government 
in the business of power production in a 
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big way. According to Mexlight data, in 
1953 the government produced 38 per 
cent of the 4,654,800,000 kilowatt-hours 
of electric energy generated; Mexlight— 
a Canadian-owned, American-headed en- 
terprise—another 38 per cent; The Im- 
pulsora group—owned by the American 
& Foreign Power Company, Inc.—19 per 
cent; and all other companies, chief of 
which is the Monterrey Railway, Light & 
Power Company—a Montreal concern— 
5 per cent. According to another and well- 
informed source 8 per cent (rather than 
5 per cent) was being produced late in 
1954 by the smaller companies as follows: 
4 per cent by 15 concerns and the last 4 
per cent by some 1,500 others. 


_ yeagheenidumnenend power is fed 

into private companies for distribu- 
tion to the public. Mexlight, for instance, in 
1953 generated 1,770,700,000 kilowatt- 
hours and got 518,200,000 additional from 
the government. The inauguration in Oc- 
tober, 1954, of the World Bank-financed 
45,600-kilowatt hydro plant at Patla in- 
creased Mexlight’s production capacity by 
10.3 per cent and the capacity of its inter- 
connected system by 8 per cent. 


= 


HE Mexican utility scene is charac- 

terized by marked differences in the 
attitudes of the major companies toward 
the investment of new capital and 
in government-company relations. Even 
within a single company, moreover, one 
finds not always an identical viewpoint as 
between different officers or between the 
home office and the Mexican headquarters 
as to investment policy. Also complicat- 
ing the Mexican picture is the fact that 
there are within the Mexican government 
among the officials concerned some who, 
it is learned on good authority, look for- 
ward to the time when the government 
may buy out the foreign investors, where- 
as the top political figures in the present 
administration, including the President, 
the Minister of Finance, and the heads of 
the important government industrial 
bank, the Nacional Financiera, realize 
that Mexico is today in no position to 
buy out the foreign owners, that the coun- 
try has not the resources needed for de- 
velopment during the next decade and 
longer, that foreign capital, both official 
and private, must be encouraged to play 
a continuing role in power development, 
and that therefore foreign investors must 


COMPARISON OF TYPICAL BILLS FOR ELECTRIC SERVICES 
(In U. S. Dollars) 


Residential 
25 100 
City Kwh/Mo. Kwh/Mo. 

LSC CI 6 | 0! A re 0.82 252 
La Paz, Bolivia ............ 0.89 3.58 
Sa0: Pa0lo; BFazil .iccsss ss 0.68 2.99 
Rio de Janeiro, Brazil ..... 0.97 3.87 
Santiago, CHE ....660s00% 1.78 4.48 
lo ch aa 1.51 4.56 
PERO ot sesiisie Fa alos oe brenieee 1.31 3.73 
CY GEL: aa an a are 1.00 3.35 
Ue Lc, 1) a a er ae 117 3.57 





Commercial Industrial 

150 375 Billing Demand 500 Kw 

Kwh/Mo. Kwh/Mo. And 100,000 Kwh/Mo. 

4.86 10.84 1,024.00 
7.18 17.95 2,457.00 
4.49 11.21 1,460.00 
5.81 14.51 1,079.00 
10.35 26.76 2,834.00 
7.97 17.36 2,225.00 
7.07 16.21 2,092.00 
5.65 12.20 1,852.00 
6.13 14.56 1,725.00 


Note: The bills for Mexico City were calculated with the new tariffs effective October, 1954, using 
the present rate of exchange with the U.S.A. currency. The bills of U.S.A. cities correspond to January, 1954. 
Source: Mexican Light & Power Company, October, 1954. 
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receive much more generous treatment as 
to take-home pay than has been the rule 
until now. This is the philosophy behind 
the interim rate increase of 21.2 per cent 
granted Mexlight recently. 


ee role of the World Bank merits 
special mention. In 1949 that bank 
lent Mexico $34,100,000 for power devel- 
opment: $24,100,000 for the Federal 
Electricity Commission to construct its 
own power facilities and $10,000,000 to 
enable the government to finance invest- 
ment by Mexlight pending a financial re- 
organization of that Canadian concern so 
as to make possible a larger World Bank 
loan to that concern directly. In due 
course the World Bank lent Mexlight 
$26,000,000 in 1950, $10,000,000 of this 
being to refund the earlier advance. Thus 
the World Bank became rather deeply in- 
volved in the fate of Mexlight and, when 
the sharp devaluation of the peso in April, 
1954, put the company in danger of being 
unable to service its dollar debt, because 
its revenues are in pesos, the World Bank 
had to persuade the government to allow 
the company higher rates. The above- 
mentioned 21.2 per cent rate increase will, 
it is understood, be augmented some time 
before October, 1955. 

The other major private companies, 
notably Impulsora and “Monterrey,” have 
not up to now received rate increases. 
Impulsora is presently negotiating with 
the government while the Monterrey 
Company’s appeals seem to have been 
filed. The government’s attitude toward 
the companies varies according to each 
company’s investment activities. Since 
Mexlight has been expanding its facilities 
with, World Bank money, its relations 
with the government are at this time ex- 
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cellent. The Monterrey Railway, Light & 
Power Company refuses to invest another 
cent of new, imported capital until it gets 
“fair” rate treatment and consequently is 
at arm’s length if not at loggerheads with 
the government. Impulsora, whose situa- 
tion is described in more detail below, 
stands somewhere between the other two 
mentioned. 


NDICATIVE of the involvement of the 

World Bank in Mexican development 
affairs is the fact that a Mexican govern- 
ment committee for some months has been 
studying Mexico’s probable power needs 
over the next decade and the best means 
of financing their fulfillment. A British 
engineer, especially hired by the bank for 
the purpose, represe:''s the bank on the 
committee and shares its labors. A second 
World Bank consultant on financing spent 
some weeks in Mexico last summer in con- 
nection with the committee’s work. Of 
the committee’s agenda two parts have 
been assigned to the World Bank: 
(A) estimating the prospective load and 
the plant required to deal with it, and 
(B) the capital needed and where it is to 
be obtained. 

The committee expected to have all its 
facts and figures in hand by December, 
1954, and to be able to make its report by 
the spring of 1955. Considering the in- 
crease in capacity needed by Mexico in 
the years ahead, as discussed below, and 
the limited financial resources of the Mex- 
icans, the committee is expected to find 
that two-thirds of the necessary dollars 
will have to come from outside Mexico. 
The committee, it is believed, will recom- 
mend automatic rate adjustments for the 
companies; rates adequate to pay 4 per 
cent on the companies’ common stock; in- 
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Mexico and the Attraction of Foreign Capital 


oe power development was introduced in Mexico by foreign 

capital, much of which later changed hands. Primarily because of 

the adverse effects of repeated devaluations of the peso, the regulation of 

utility-rates and earnings on a peso basis, political disturbances, and the 

like, earnings of the foreign utilities have been much too low to encourage 

the bringing in of the additional capital needed to keep up with the ex- 
panding demand.” 








centives for bond flotations in Mexico; 
etc. An 8 per cent coupon, it is believed, 
would attract Mexican capital. 


oo the role of the World Bank 
one foreigner, who prefers to remain 
anonymous, commented to the writer: 


Had it not been for the $26,000,000 
World Bank loan to Mexlight in 1950, 
following long negotiations, the gov- 
ernment would have listened to Messer- 





1Comprising the committee are representatives 
of the Federal Electricity Commission, the Tariff 
Commission, the Nacional Financiera, and the 
World Bank. 
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smith [then Mexlight’s chairman] and 
adopted the principle of “fair value.” 
In 1949, after the peso’s depreciation 
from 4.85 to 8.65 per U. S. dollar, Mex- 
light was granted an 18 per cent rate 
increase, but this amounted to a return 
of only 8.47 per cent on the rate base 
recognized by the government. World 
Bank intervention forced Mexlight to 
accept that most unfair arrangement. 
Later, in 1953, World Bank Vice Pres- 
ident Garner gave the Minister of 
Economy the impression that the bank 
deemed 8 per cent on the rate base 
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values of the time to be fair and 
adequate. 


While thus assigning to the World 
Bank a share of the blame for the present 
predicament of the foreign investors, the 
same observer credited the World Bank 
with awakening the authorities to the need 
to assure investors of a stable and con- 
tinuous return unaffected by exchange de- 
preciation and other factors beyond the 
investors’ control, if more capital is to be 
attracted to the country. He added: 


The bank still has a lot of edu- 
cational and missionary work to do 
before a satisfactory modus operandi is 
achieved. The impression of easy 
money that its operations in Latin 
America have given rise to should be 
dissipated. This could best be accom- 
plished by limiting its loans to say 50 
per cent of the sum needed to finance 
any new project and requiring that the 
rest be got from private investors. 


Round Table on Power 


= August, 1954, executives represent- 
ing the chief electric power companies 
of Mexico met at Monterrey for a round- 
table talk. Speaking in his personal 
capacity, Lic. Virgilio Garza, a Monter- 
rey lawyer who is connected with the 
Monterrey Railway, Light & Power Com- 
pany, declared the 1938 law frankly con- 
fiscatory and appropriate for a socialistic 
régime and the law’s regulations inade- 
quate in practice and their manner of 
application absurd. Mexlight’s spokes- 
man, William H. Draper, stated that the 
1954 devaluation and recent wage in- 
creases had caused his company to suspend 
a vast program of expansion and improve- 
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ments. The head of “Foreign Power’s” 
subsidiaries in Mexico, David Matson, 
cited the rise in production costs coupled 
with inadequate rates as rendering it im- 
possible for his companies to keep up with 
the demand. For Mexico as a whole, 
Messrs. Draper and Matson agreed that a 
doubling of production capacity will be 
needed in the next ten years. Ramon 
Noble of the Canadian-owned Monterrey 
Company foresaw a doubling needed 
within only five years in that city. 


F , tained of the panel’s findings, pre- 

pared by the Directed Energy Insti- 
tute of Harrison, New York, includes the 
following observations : 


It requires several years “lead time” 
from drawing board to the usable kilo- 
watt. The necessary expansion pro- 
gram is not authorized at present and 
cannot be under existing conditions. . . . 

In Mexico, the regulations and in- 
terpretations have worked in such a 
way as to put a ceiling on earnings at 
the time of the investment but sharply 
reducing the earning position as cur- 
rency fluctuations occur, with the result 
that the utility companies have suffered 
a strangulation effect. . . . In general 
there has been a willingness to make 
adjustments for increased labor and 
material costs (as well as related ex- 
penses) ... [but] corresponding adjust- 
ments, just as urgently needed, are not 
granted in respect to the cost of paying 
the “rent” on the capital invested. . . . 
[Lacking this] no real remedy for the 
basic problem can be found. Mexicans 
have been unwilling to invest major 
sums in the utility industry, apparently 
because of the relatively low profit com- 


e, 
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pared with other private industry and 
the lack of security of the return.... 
Confronted with the impossible para- 
dox of high risk and extremely low re- 
turn, Mexican investors can earn more 
... by putting their money in the banks 
with no risks or problems of running 
the business and dealing with labor 
syndicates. ... Mexicans have come to 
think of investments in the utility in- 
dustry as something that is good for 
foreigners. ... 

The present electric law is inadequate 
to meet these problems. The imple- 
mentation of the law and its regulations 
has compounded rather than alleviated 
the problems. 


Mec-light’s Rate Increase and Rate Base 


HE 21.2 per cent rate increase grant- 

ed Mexlight, effective October 1, 
1954, according to the company is less 
than enough to match the devaluation of 
the peso which occurred in April, 1954. 
According to Tariff Commission calcula- 
tions, the October 1st increase raises the 
return from about 8 per cent to 11.25 per 
cent on the old valuations. 

The rates do not take depreciation into 
consideration. Under the 1949 law, which 
provided that the properties be turned 
over to the state at the termination of the 
concessions, depreciation and amortiza- 
tion were allowed to be counted in fixing 


rates. The 1942 law envisaged conces- 
sions lasting fifty years from the date of 
the fixing of the tariffs for the conces- 
sionaire. Then, in the case of other than 
hydroelectric power stations, the conces- 
sionaires were required to pay an annual 
fee of 2 per cent of the value of the prop- 
erty to the state and, on the completion of 
fifty years of such payments, the conces- 
sion might be renewed for another like 
period. 

However, so as to minimize rates paid 
by the ultimate consumers of power, 
during the first fifty years no depreciation 
reserve may be set up chargeable to the 
consumers. From the stockholder’s stand- 
point, therefore, in the case of Mexlight, 
the true return—which must allow for 
both depreciation and amortization—is 
something less than the return as calculat- 
ed by the government. 


R’™ schedules being approved for not 
longer than five years at a time, review 
occurs periodically. Moreover, the regu- 
lations provide for application of an ad- 
justment factor by the Tariff Commis- 
sion, if variations occur in such costs as 
fuel, wages, purchased power, and taxes. 
Adjustments are supposed to be made 
within six months of application by the 
company. However, increases are not 
granted if the return being received by the 
company concerned is greater than was 
envisaged when the rates were fixed. 


g e 


VALUATION BASE PER KILOWATT OF CAPACITY 





€ Permanent . Electric & 
Ss Capacity Hydraulic Hydraulic Miscellaneous 

In Kw Works* Penstocks Equipment Equipment 
id First 1,000 ..... 382.20 67.20 134.40 75.60 
y Next 4,000 ..... 336.00 50.40 100.80 58.80 

Remainder ...... 306.60 46.20 96.80 54.60 

\- 

* Correction factors are applied to take care of diversified installations. 
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How Rates Are Fixed 


HE Tariff Commission is an inde- 

pendent federal body appointed by 
the President. It has five members, at least 
three of whom have been members since 
the beginning, and a staff of engineers, ac- 
countants, and lawyers. The five members 
consist of an electrical engineer, who rose 
from a staff job; a civil engineer; a law- 
yer; an economist; and a certified public 
accountant, who is the commission’s presi- 
dent. The pay is small—only 3,000 pesos 
($240 a month at present exchange rates) 
—and the members therefore work only 
part time at their official duties. All re- 
portedly have outside business interests. 

Theoretically the rates are fixed on the 
basis of technical considerations as out- 
lined in the law and regulations. Actual- 
ly, many persons believe, what determines 
the level of the return is the policy of the 
government of the moment; the Tariff 
Commission operating always with an eye 
on the national administration and the lat- 
ter always keeping an eye on the Tariff 
Commission. 

Mexlight’s last two rate increases, for 
example, were not the product of mere 
arithmetic calculation but reflected in im- 
portant part the fact that the company, 
utilizing money borrowed from the World 
Bank in Washington and Nacional Finan- 
ciera in Mexico, had been expanding its 
production and distribution facilities dur- 
ing a period of growing demand for 
power. 

At the Tariff Commission the writer 
was informed that, when other electric 
companies put themselves in the same posi- 
tion as to new investment, they may ex- 
pect corresponding treatment as to rates. 
Some companies, it was added, have a 
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heavy backlog of demand. Asked how 
much investment constitutes enough to 
merit comparable rate treatment, the Tar- 
iff Commission spokesman explained— 
using Mexlight’s case as an example: 


We discussed the matter with the 
company and the World Bank and out 
of the discussion came a program 
which the Mexican government ap- 
proved. In 1949 a 5-year program for 
the company was approved. A second 
program will run until some time in 
1956, when another 5-year investment 
program will be discussed. The com- 
pany’s recently increased tariff has a 
life of three years; however, in accord- 
ance with promises made to the com- 
pany by President Ruiz Cortines and 
Finance Minister Carrillo Flores, an ad- 
ditional rate increase will be given the 
company before October, 1955, to com- 
plete the readjustment and eliminate 
tax exemption. 


hop fall representatives of the American 

& Foreign Power Company from 
New York visited Mexico to hold discus- 
sions with top Mexican government offi- 
cials on the rate problems of the company’s 
17 Mexican subsidiaries. The mother 
company for years has been unwilling to 
invest new money for improvements and 
expansion in Mexico, partly because the 
last time it did so no rate increase followed 
and partly because it has been understand- 
ably frightened by those elements in the 
government who have not hesitated to re- 
veal their desire to see the power com- 
panies come under state ownership. These 
elements are in the Ministry of Economy 
and its Federal Electricity Commission, 
which owns and operates power plants and 
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Mixed Feelings about Foreign Capital 


we HE Me.ican utility scene is characterized by marked differences in 

the attitudes of the major companies toward the investment of new 
capital and in government-company relations. Even within a single com- 
pany, moreover, one finds not always an identical viewpoint as between 
different officers or between the home office and the Mexican headquarters 
as to investment policy. Also complicating the Mexican picture is the fact 
that there are within the Mexican government among the officials con- 
cerned some who... look forward to the time when the government may 

buy out the foreign investors .. .” 








distribution lines through which it supplies pesos a month (at today’s exchange rate 
the largest bloc of power in the country. equivalent to 17.2 cents U. S.). 

This it does less efficiently and more ex- 2. Domestic service, embodying the 

pensively than privately owned utilities. recycling principle. This service carries 

three different fixed monthly charges, 

Complicated Rate Structure varying with the number of wires used; 


plus additional charges based on the 


, ha the rate structure is rather com- 
amount of energy consumed, thus: 


plicated may be seen by the rate book 


used by the Mexican Light & Power Com- 25.8 centavos per kwh for first 20 kwh 
pany (October, 1953, edition). There are 17.5 centavos per kwh for next 20 kwh 
5 25.8 centavos per kwh for next 20 kwh 

11 different rate schedules: 17.5 centavos per kwh for next 20 kwh 
: : hae he ep,t 25.8 centavos per kwh for next 20 kwh 

1. Fixed quota illumination, limited ie centavos per kwh for next 20 kwh 

: : 15.5 centavos per kwh for next 100 kwh 

to 40 watts. This service costs 2.15 12.3 centavos per kwh for any addit. kwh 
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3. General service, which utilizes the 
same recycling principle. 

4. Service to corn meal mills for pow- 
er and light. Here the rates are kept 
especially low to minimize the burden 
on the low-income classes whom the 
mills serve: 11.35 centavos on the first 
100 kilowatt-hours and 10.3 centavos 
on any additional energy used. 

5. Service to rural irrigation. 

6. Service to industries, telephone 
centrals, and radio stations. 

7. High-tension service for resale. 

8. Temporary service. 

9. Public lighting service. 

10. Low-tension reserve service. 

11. High-tension reserve service. 


ee the 1938 law (actually pub- 

lished February 11, 1939) as amend- 
ed, Article 36 provides, electric energy 
may be sold only in accordance with rates 
fixed and contracts approved by the gov- 
ernment. After hearing the conces- 
sionaire, Article 37 provides, the rates are 
fixed so as to allow “a reasonable profit” 
to the concessionaire. Under the regula- 
tions issued in August, 1940, pursuant to 
this law the annual rate of return is fixed 
with reference to the returns obtained by 
other public service enterprises and in 
general investments that may be similar 
from the point of view of the risks, the 
amount, and the time. In no case, the reg- 
ulations further provide, shall a rate of re- 
turn be fixed which is lower than the high- 


est established for state bonds and se- 
curities, unless the concessionaire itself 
shall apply for and be agreeable to a 
lesser one. 

To comply with Article 42 of the law, 
the return shall always be sufficient to 
cover interest on obligations, bonds, and 
other securities issued by the enterprise 
with the government’s approval, plus the 
permitted profit on the equity. It should 
be noted that valuation for rate purposes 
is in pesos whereas in most cases payments 
to investors are in foreign currencies. 

Under the 1940 regulations rates were 
fixed for not more than five years. 


; iw congressional modification of the 

law on December 31, 1941 (published 
January 14, 1942), in introducing the 
principle of uniform values, provided that 
“the values of the investments of existing 
concessionaires will be determined by a 
system of uniform unit values for the 
same classes and types of installations and 
properties. . . . Additions shall be estimat- 
ed at their value in national currency at 
the time when they are made.” The reg- 
ulations under this law contain tables for 
the arbitrary valuation of such items as 
hydroelectric generating plants, dams, 
canals, tunnels, steam plants, internal- 
combustion engine plants, substations, 
switching stations, transmission lines, and 
distribution systems. To illustrate, the 
table on page 83 applies to hydroelec- 
tric generating plants. 


Part II of this article will appear in the next issue of the ForTNIGHTLY. 
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Washington and 


the Utilities 


The Dixon-Yates Case 


_ old year went out to the droning 
overtones of the controversial Dixon- 
Yates Case. The hearings of the Securi- 
ties and Exchange Commission closed 
with the filing of a statement by the 
American Public Power Association. It 
urged rejection of the Dixon-Yates con- 
tract on grounds that it threatens the in- 
tegrity of the TVA. It also warned the 
commission that it detected in the deal 
“many parallels between the so-called 
Dixon-Yates Case and some of the hold- 
ing company practices which were so 
roundly denounced by the Federal Trade 
Commission only two decades ago.” 

It was also disclosed that the Citizens 
for TVA, Inc., had filed a request with 
SEC asking it not to approve the Dixon- 
Yates deal. 

One parallel which the American Pub- 
lic Power Association did not refer to, 
but which has occurred to many ob- 
servers, is a rather ironic reversal of posi- 
tion. Today it is the rdle of public power 
advocates to seek to block the construction 
of the power plant by private utility inter- 
ests at West Memphis, Arkansas, under 























contract with the federal government. 
Nearly two decades ago, it was the role 
of private utility interests in the Tennes- 
see valley and elsewhere who were pro- 
testing against the use of federal tax- 
payers’ money to finance the construction 
of public power facilities: This took the 
form of court tests challenging the con- 
stitutionality of the TVA and the validity 
of federal loans to municipalities and co- 
operatives under the old Public Works 
Administration, and the REA. 

The general result of such test litiga- 
tion was to have the private utility pro- 
testants thrown out of court on grounds 
that they had no standing, as parties in 
interest, to question the right of the fed- 
eral government to use its own funds in 
the building or financing of power plants 
to be operated by public agencies. Op- 
ponents of the Dixon-Yates contract may 
find themselves in the same position if the 
Securities and Exchange Commission ap- 
proves the deal before the contractual 
deadline of February 15th. It is obvious 
that the public power people are planning 
to take an appeal, in that event, to the fed- 
eral courts. But just how their standing 
in court to question the SEC proceedings 
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could be vindicated is at least a debatable 
legal question. 


(we purpose of the SEC proceedings 
in examining the Dixon-Yates con- 
tract under the Holding Company Act 
was to protect the investors and the pub- 
lic interest. It was one of the SEC counsel 
who referred, somewhat ironically, to the 
fact that the investors in the Dixon-Yates 
enterprise had not asked to have their in- 
terests protected by the public power ad- 
vocates. The counsel went on to point out 
that it was a strange role for the state of 
Tennessee and others to be in—appearing 
as the protector of such financial interests. 

Since time is of the essence, critics of 
the Dixon-Yates contract are depending 
a great deal on appellate litigation to block 
the contract. But even assuming that ap- 
pellate procedure would take a certain 
amount of time, it is difficult to see how 
actual progress under the contract—if it 
is put into effect on February 15th— 
could be headed off by the mere filing of 
an appeal. Just how the state of Tennessee 
or any of the other parties could show 
injury or damage entitling them to an in- 
junction or stay (if the Dixon-Yates in- 
terests are willing to go ahead with the 
plant construction) is not clear. 

This was the same stumbling block 
upon which the private utility interests 
fell down in their various lawsuits during 
the thirties, when they tried to halt con- 
struction of the public power plants. They 
could not satisfactorily answer the ques- 
tioning of the courts as to why they were 
there, how they were damaged, or what 
special or direct interest they, as parties, 
had in the subject matter. 

The SEC last month completed twelve 
days of public hearings on the case. In 
addition to a voluminous amount of data 
filed hy opponents of the power deal, the 
commission was scheduled to receive 
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briefs from the attorneys on the opposing 
sides in the case. These were due by mid- 
January. It is expected that the commis- 
sion’s decision will be made by mid-Feb- 
ruary. 

The major issue before the SEC is the 
request of the promoters of the plan for 
approval of their financing plans, which 
involve a direct investment by the South- 
ern Company and the Middle South Utili- 
ties of $5,500,000, and the borrowing of 
some $101,500,000. The American Pub- 
lic Power Association’s brief, after citing 
the Federal Trade Commission’s condem- 
nation of holding company control 
through small investments in operating 
companies, quoted figures from the Dixon- 
Yates deal. 


The NAEC Brochure 


Ox the other side of the Dixon-Yates 
controversy there was released on 
January 3rd a brochure by the National 
Association of Electric Companies, di- 
gesting the principal provisions of the 
Dixon-Yates arrangement. In addition to 
these provisions the NAEC statement de- 
scribes the following benefits to the fed- 
eral taxpayer which would accrue from 
the contract: 

Avoids Increased Federal Debt. 
Through construction of the plant by 
electric companies, the government 
avoids an outlay of $100,000,000 which 
would be required for a TVA plant. 

Power Costs Are Lower. K. D. Nichols, 
general manager of AEC, has pointed out 
that the estimated cost of the power to 
the AEC would be at lower rates, on a 
comparable basis, than under any other 
existing AEC contract for power. For 
example, at the same fuel cost, the TVA 
power for Oak Ridge costs 3.78 mills per 
kilowatt-hour, while power from the pro- 
posed new Mississippi Valley Generating 
Company plant will cost an estimated 3.55 
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mills per kilowatt-hour, excluding taxes. 
(Exclusion of taxes makes the cost com- 
parable, since TVA pays no taxes on sales 
to the federal government. ) 

AEC Assured the Plant It Wants. If 
the MVGC plant develops more power 
than contemplated (and this can happen), 
the AEC will be entitled to 92 per cent 
of the extra power, without additional ca- 
pacity charge. Furthermore, the AEC 
may review all engineering, purchasing, 
subcontracting, and related construction 
plans for the plant. 

Power Will Be Supplied Where Need- 
ed. With location of the plant at West 
Memphis, power will be supplied where 
it is needed—near a major load center, 
where electric requirements are heavy, in- 
creases in requirements are expected, and 
power can be supplied at lowest relative 
costs. 

In addition, this location will satisfy 
national defense needs. 


* 
The Gas Producer Battle 


HE next round in the battle of the 

gas producers to get more acceptable 
modifications of procedural regulation 
from the FPC, was scheduled to take 
place before the FPC on January 11th. 
On that date, rule-making proceedings in- 
volving the principles and methods to be 
applied in regulating the rates of inde- 
pendent producers for transportation or 
sale of natural gas, were opened for oral 
argument. The date had been three times 
extended. 

In its earlier action on December 17th, 
modifying its rules as to escalator clauses, 
the gas producers got little comfort. 
Aside from making the mechanics of fil- 
ing a little easier for small producers, the 
FPC order does not give any particular 
measure of relief to the producers with 
respect to the complaints made about the 
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original Order No. 174 and Order No. 
174-A. Order No. 174-B is final and to 
that extent appealable. It will doubtlessly 
be contested in the courts by dissatisfied 
producers. But inasmuch as the order 
simply puts producers on notice that cer- 
tain types of escalator clauses will not be 
considered as evidence in certificate cases 
(and by inference in rate cases), appeal- 
ing producers may have difficulty showing 
specific damage or grievance from this 
general regulation. 

The courts could rule that producers 
must wait until the FPC actually applies 
these principles in their individual cases 
before the validity of the commission’s 
action is reviewable. The commission is 
apparently attempting to set forth, by 
general regulation, a guiding principle of 
policy condemning contracts with escala- 
tor clauses as described. Such contracts 
themselves are not repudiated or rejected 
by this regulation. Producers are merely 
told that the condemned escape clauses 
will not be given effect in FPC proceed- 
ings as evidence in support of certificates 
(or rates). The commission is apparently 
reserving the right to pass on the reason- 
ableness of the application of such clauses 
in case-by-case proceedings. 

The battle in Congress to amend the 
Natural Gas Act so as to eliminate juris- 
diction over gas producers, is due for an 
early start. Representative Oren Harris 
(Democrat, Arkansas), ranking majority 
member of the House Interstate and For- 
eign Commerce Committee, announced 
before Christmas that he was going to 
sponsor a bill that would nullify the Su- 
preme Court decision in the Phillips Case. 
Such a bill will doubtless get strong sup- 
port from the Democratic leadership in 
both houses, Senate Majority Leader 
Johnson (Democrat, Texas) and Speaker 
of the House Sam Rayburn (Democrat, 
Texas). 
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Idaho Court Reverses 
Commission Rate Ruling 


= StaTEs TELEPHONE & 
TELEGRAPH COMPANY won a major 
round in its two-and-a-half-year fight for 
higher rates in Idaho when the state su- 
preme court reversed the state commis- 
sion last month on its main reason for 
denying a rate boost to the utility. In re- 
turning the case for further proceedings 
before the commission, the court rejected 
the separations method used by the com- 
mission in valuing the utility’s system in 
Idaho. 

Both the utility and the commission 
had used different methods in separating 
the company’s property, revenue, and ex- 
penses between interstate and intrastate 
service. The commission’s method result- 
ed in a lower value than the company’s 
figure for that part of the system allo- 
cated for Idaho service. On the basis of 
its own figure, the commission ruled that 
the rates authorized before the latest in- 
crease provided Mountain States with an 
adequate return. 

The court did not rule that the com- 
mission was obliged to use the company’s 
separations manual just because it is sanc- 
tioned and used by the Federal Communi- 
cations Commission and other states. On 
this score, the court was content to ob- 
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serve the need for “co-operation” between 
federal and state regulatory matters. The 
court’s principal objection was that the 
commission’s percentage, derived from al- 
locating three-fourths of the system to 
Idaho on the basis of peak interstate tolls 
in August, 1952, “but applied to the base 
value of the property . . . cannot be ap- 
proved and as it is the sole basis of all 
separations, must be reversed.” 

The commission’s ruling on the com- 
pany’s debt structure was also modified by 
the court. Mountain States has a present 
ratio of 30.8 per cent debt and 69.2 per 
cent equity, or stock. The commission said 
a ratio of 45 per cent debt to 55 per cent 
equity was justified. It was noted by the 
court that the more borrowed money in 
the company’s debt structure, the lower 
the rates can be since it may be allowed 
as an expense item and deductible from 
income taxes, while dividends cannot be 
so considered. The court also cited the 
fact that the last five Mountain States 
stock issues were “‘limitedly subscribed by 
individual stockholders,’ and had to be 
absorbed by the parent company, Ameri- 
can Telephone and Telegraph Company. 


| geome recognizing that the com- 
mission may balance the interest of 
the users against that of the owners, the 
court said, “we do not believe the com- 
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mission was justified in considering a 
greater ratio than 40 per cent debt to 60 
per cent equity.” The commission’s claim 
that Mountain States made unjustified ex- 
pansions in times of high prices and thus 
placed an unfair burden on the old sub- 
scribers was ruled down by the court. 
“How long must appellant wait for prices 
to level off or go down?” the court asked. 
“How long must new areas wait for serv- 
ice before they will be considered justi- 
fiable risks?” Finally, the court described 
as “inadequate” the commission’s findings 
in disallowing plant under construction 
and working capital in figuring what rates 
should be. 
¥ 


Independents Urged to 
Use REA Loans 


EA Administrator Nelsen has under 
study a statement prepared by the 
advisory group co-operating with REA in 
improving the agency’s rural telephone 
program. Eighteen representatives of 
various segments of the telephone indus- 
try met December 15th in Washington 
with top REA officials. It was generally 
agreed by these consultants that the thou- 
sands of small independent telephone com- 
panies and associations now operating 
systems in rural areas be encouraged to 
examine the REA program and consider 
use of its loan services in the event financ- 
ing assistance is needed to improve and 
extend their service to farm families and 
other rural subscribers. 

The committee also asked REA to give 
more publicity to recent changes in loan 
policy and procedures which permit the 
agency to fit its loans more closely to the 
needs of the borrowers. Recommendations 
made by the group were as follows: 


Financing. That all telephone com- 
panies, associations, or groups encour- 
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age and assist in the expansion and im- 
provement of telephone service to rural 
areas and that they consider REA fi- 
nancing where needed. 

Partial System Financing. That REA 
publicize its policy permitting an appli- 
cant to secure a loan for a part of its 
system if the area under consideration 
is economically feasible as a unit. 

Co-operation to Expedite Program. 
That, in so far as practicable, REA con- 
tinue its efforts to obtain complete co- 
operation between the applicant for a 
loan, the connecting company, the en- 
gineer, contractor, suppliers, manufac- 
turers, and state regulatory body in or- 
der to expedite the availability of ade- 
quate telephone service to rural areas. 

Bidding. That REA clarify and pub- 
licize its policy on competitive bidding 
for borrower’s construction and for 
purchase and installation of central of- 
fice equipment, so that applicants may 
understand fully what exceptions are 
permitted. 

Equity. That REA clarify and pub- 
licize the bases for equity requirements 
which it establishes for commercial 
borrowers as security for the REA 
loan. 

Extended Area Service. The com- 
mittee finds that extended area service 
is still a problem to REA applicants and 
connecting companies in some instances, 
and for that reason recommends that 
all parties concerned get together early 
and on a co-operative basis for planning 
and engineering proper equipment. It 
is recommended, also, that at this time 
an equitable extended area service set- 
tlement agreement be negotiated. It is 
suggested that as a guide the report of 
the Extended Area Service Committee, 
which was adopted by the USITA 
board of directors, be used. 

In addition to those aspects of the 
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REA rural telephone loan program 
listed above, the committee also dis- 
cussed : availability and standards of en- 
gineering, ways of reducing costs of 
construction, methods for expediting 
loans, problems involved in obtaining 
approval by regulatory bodies, and a 
number of other related matters. No 
specific recommendations were agreed 
upon regarding these items. 


aon said he was turning over the 
recommendations of the committee 
to his REA telephone staff for study and 
action to the extent practicable. “We 
know there are still problems in the tele- 
phone loan program,” he said, “even 
though we are just completing REA’s 
most successful calendar year. The diffi- 
culties touched on by the advisory group 
at their meeting and in their statement are 
the very ones which are of most concern 
to REA. We are gratified at this under- 
standing of our trouble spots by these tele- 
phone men who have outstanding reputa- 
tions in the industry. With their interest 
and the support of the organizations they 
represent, REA will be better able to meet 
the need of rural telephone systems for 
long-term financing in order to put more 
telephones on the farms of America.” 

Nelsen announced that gross telephone 
loans for the year ending December 31, 
1954, would be about $65,000,000, top- 
ping the 1953 calendar year by about $15,- 
000,000. He expressed concern, however, 
at the leveling off in loan applications and 
loan approvals at a rate less than that an- 
ticipated by REA. 


« 
Bell System Pushes 
Sales Campaign 


7 Bell system’s first big nation-wide 
merchandising campaign, begun early 
last year, moved into high gear during 
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the Christmas season and promises to 
gain even more momentum during 1955. 
The campaign is a reflection of the fact 
that the system has almost caught up with 
the huge demand for telephone service 
that has been growing since the end of 
the war. The system finished 1954 with 
nearly 44,000,000 telephones in service, 
almost twice as many as at the end of 
1945. Rapid plant expansion has enabled 
it to cut its waiting list for phone service 
from 2,100,000 at the end of 1945 to 
400,000 at the close of 1953 to 200,000 
now. It hopes to cut down that number to 
50,000 by the end of 1955, most of which 
will be in scattered, rural areas. 


HE system’s merchandising campaign 

really began in earnest last October 
with nation-wide advertisements featuring 
colored telephones to “blend with the decor 
of home or office.” Other offerings de- 
signed to increase sales included a tele- 
phone with a lighted dial, an automatic 
answering device, a telephone with a built- 
in amplifier, a cut-off switch to prevent 
eavesdropping on an extension line, a 
spring cord designed to eliminate tangled 
wires, a plug-in telephone that can be 
moved around from room to room, and a 
button-control instrument that can be con- 
nected to several lines. Another ad cam- 
paign followed in November and while 
officials say it is to early to estimate the 
results, they note that Western Electric 
last year shipped about 300,000 color 
phones, almost all of which are reported 
in use. 

The AT&T will concentrate this year 
on selling more long-distance service to 
business firms. The AT&T’s Long Lines 
traffic gain last year over 1953 slipped to 
5 per cent, in contrast to increases of 8 
per cent or better in recent years. The slip 
came at a time when circuits had been 
built to handle much bigger business. 


Financial News 
and Comment 


By OWEN ELY 


Depreciation versus Inflation 
|b gaeesaamergeent continues to be the most 

debated item in the income statement 
despite the fact that the old debate 
over the straight-line method of accruals 
versus the sinking-fund and other “old- 
fashioned” methods have largely died 
down. Present discussion centers about 
the relation of the depreciation reserve to 
cost of reproduction instead of original 
cost—in other words, the issue whether 
depreciation should recognize the infla- 
tionary process. Other questions reflect 
the impact of new methods of deprecia- 
tion accrual for tax purposes, in connec- 
tion with (1) 5-year accelerated amorti- 
zation of defense plant, and (2) the new 
methods made permissible by the Income 
Tax Code, such as the sum of the year’s 





digits. Such methods seem to recognize 
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the need for rapid depreciation, but the 
attitude of the regulatory authorities has 
not yet clarified this subject. 

William F. Stanley, formerly vice pres- 
ident of Southwestern Public Service and 
now a consultant in New York city, has 
written a book on “new rapid tax depreci- 
ation,” which is being published currently 
by Prentice-Hall. 

F. Warren Brooks, vice president of 
Cleveland Electric I!luminating Company, 
made a recent address, “Do We Need a 
New Look at Depreciation?” before the 
public utility conference section of the 
Controllers Institute of America, which 
may be briefly summarized as follows: 

Assuming an average service life of 
thirty years, Mr. Brooks states that the 
intent of the straight-line method is to 
charge off as an annual expense the cost 
of consuming one-thirtieth of the entire 
amount of the property. The assets thus 
restored “must be sufficient to provide the 
same service or utility as the assets being 
charged off. . . . how or whether the dol- 
lars provided are immediately invested is 
immaterial.” 


been assuming a 50 per cent drop in 
the purchasing power of the dollar, 
the number of dollars charged would (on 
the regular straight-line method) restore 
only one-half as much property as it was 
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intended to restore—leading to progres- 
sive impairment of capital assets. Actual- 
ly, of course, the purchasing power of the 
dollar varies from year to year so that the 
problem is not as simple as this; in order 
to properly equate depreciation dollars to 
replacement cost it is necessary to use 
price indices which reflect changes in con- 
struction costs. Failure to make such a 
correction, he points out, means that the 
earnings are being overstated and that 
some companies are actually paying out 
capital in the guise of dividends. 

An important qualification is that “the 
index of purchasing power of the dollar 
used to determine the depreciation ex- 
pense in terms of current dollars, should 
be one which reflects advance in the state 
of the art.” 

Mr. Brooks believes that the extent of 
the inflation already experienced has 
caused a deficiency of perhaps one-third to 
one-half in the amount of depreciation 
charges being currently accrued, with a 
corresponding overstatement of earnings. 
Any utility company currently paying out 
more than 75 per cent of reported earn- 
ings in dividends may be “dissipating its 
assets by paying out capital,” he thinks. 


mere the practical job of setting 
up the higher depreciation charge in 
the income statement, this can be done by 
merely adding one new expense account 
and one new balance sheet account, he sug- 
gests. The Internal Revenue Code should 
also be liberalized to permit the deduction 
of increased depreciation expense in de- 
termining taxable income. While the new 
code provides for several methods of ac- 
celerated depreciation, the new methods 
are applicable only to property additions 
beginning in 1954. Moreover, they in- 
volve bookkeeping headaches, and a num- 
ber of technical questions will need clari- 
fication. 


JANUARY 20, 1955 


For example, it is not yet clear whether 
the sum of the digits method can be ap- 
plied on a group basis or only on an indi- 
vidual unit basis. It is not clear whether 
use of the declining balance method really 
provides for complete amortization of 
cost. Also the sum of the year’s digits 
method is overly complicated, since it 
seems to require annual estimation of the 
remaining life of the survivors. However, 
if provisions were made for (1) charging 
off at the time of retirement any unamor- 
tized balance of any earlier retirements, 
and (2) ending all accruals with respect 
to a given piece of property when the aver- 
age life expectancy has been reached, this 
would simplify the application of this 
method. A number of industry commit- 
tees are currently at work studying the 
new law in order to aid the Treasury De- 
partment in the formulation of sound 
regulations. 

One advantage of the proposed new 
methods is that they will help to take care 
of obsolescence, by permitting heavy 
amortization early in the life cycle; how- 
ever, this advantage is much greater for 
manufacturing companies than for public 
utilities. The chief advantage for the lat- 
ter is the increase in the amount of in- 
ternally generated funds available for 
plant expansion. 

None of the new methods provide for 
amortization of any amount in excess of 
original cost. However, under either the 
declining balance method or the sum of 
the year’s digits method the accumulated 
reserve will always be greater than under 
the straight-line method, especially for a 
growing property. But the question still 
remains whether some of the regulatory 
agencies may try to divert some of the 
benefits under these methods to the con- 
sumer in the form of rate reductions (as 
they initially tried to do with 5-year ac- 
celerated amortization). 
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H’’ will the utility companies handle 
the new depreciation methods al- 
lowed by the Internal Revenue Code, in 
their published statements? If the same 
depreciation were shown as is taken for 
tax purposes, the net result would be that 
gross income would be reduced by the net 
amount of the larger depreciation charge, 
minus the tax saving, which would ulti- 
mately mean that higher rates would be 
needed to provide a fair return. 

There are a number of bases, Mr. 
Brooks states, “on which support could be 
developed to obtain regulatory recogni- 
tion in rate making of the higher cor- 
porate accruals contemplated in this latter 
method. 

First is the weight of its recognition 
for tax purposes as a sound method 
for the amortization of cost. Second is 
the prevalence of its use by unregulated 
industry. Third is the existing deficiency 
in depreciation accumulations which more 
than a few companies still have. Fourth is 
the possible effect of technological ad- 
vances such as atomic power generation 
on the progress of obsolescence. And fifth 
is the need for higher levels of accruals in 
current years to reflect the true deprecia- 
tion costs at the current high price levels.” 

While he did not discuss the difficulties 
which may be involved in getting permis- 
sion from regulatory authorities for the 
use of this method of accounting, he re- 
ferred to an article entitled “Deductibil- 
ity of Depreciation Reserves for Rate 
Base Purposes” presented by Ralph M. 
Besse at the National Conference of Elec- 
tric and Gas Utility Accountants in April, 
1950. 


7 major difficulty perhaps in apply- 
ing Mr. Brooks’ argument is the fact 
that plant efficiency has increased very sub- 
stantially for the electric utility industry, 
so that the higher plant costs resulting 
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from the depreciation of the dollar have 
been offset in a considerable degree by the 
greater productivity of new plant units. 
Moreover, it is reported that some large 
new generating units have an estimated 
life somewhat longer than for the outgo- 
ing units. On the other hand, potential 
obsolescence due to the rapid increase in 
atomic energy know-how is also impor- 
tant. 


Ope electric utility plant of class A 
and B electric utilities as of Decem- 
ber 31, 1953, totaled about $25.6 billion 
compared with $15.2 billion in 1948, or 
an increase of 69 per cent in five years. 
During the same period production of 
electricity by investor-owned utilities in- 
creased from 228 billion kilowatt-hours to 
354 billion kilowatt-hours, or an increase 
of only 55 per cent. Thus, it would ap- 
pear that inflation is gaining faster than 
efficiency, which supports Mr. Brooks’ 
argument. 

Moreover, since 1948 the depreciation 
reserve as a percentage of total utility 
plant for all class A and B utilities has 
declined from 21.8 per cent to 19.2 per 
cent, indicating that depreciation accruals 
have been inadequate to maintain the re- 
serve in the past five years, although the 
threat of obsolescence has greatly in- 
creased. The FPC charts on page 95 
show the declining percentage of depre- 
ciation reserve, and the lower earned re- 
turn on average net utility investment in 
recent years. 

It is interesting to note that a Canadian- 
controlled company, Jamaica Public Serv- 
ice Company, Ltd., at the end of 1953 
wrote up its plant account to reproduction 
cost, an increase of about 79 per cent. De- 
preciation reserve was also written up 
substantially. A separate item appeared 
on the liability side, “Surplus arising out 
of revaluation of fixed assets.” 


XUM 
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DECEMBER UTILITY FINANCING 
PRINCIPAL PUBLIC OFFERINGS OF ELECTRIC AND GAS UTILITY SECURITIES 








Price Under- Offer- Indicated 
0 writing ing Moody Success of 
Date Amount Description Public Spread Yield Rating Offering 
Mortgage Bonds and Debentures 
12/1 $12.0 Public Service of New Hampshire Ist 
BOR RUSE 55 cclslas cae otis asleiviaee’s 102.75 58C 3.11% A d 
12/2 15.0 Laclede Gas Ist 33s, 1979 ........... 102 .65C 313 A a 
12/8 15.0 Long Island Lighting Ist 33s, 1984... 102.92 59C 3.10 A d 
12/8 125.0 Tennessee Gas Transmission Ist 34s, 
WO) les ae kets skeen HC sa ee ib ass 101.44 1.05N 3.40 A 
12/10 7.3 Eastern Utilities Associates C.T. 3s, 
Se Neacrtare se ciceien Meee iene ees 102.91 1.39C 3.45 Baa b 
12/15 6.0 New Orleans P. S. Ist 34s, 1984..... 102.72 .62C 3.11 A a 
Preferred Stocks 
12/1 10.0 Interstate Power 4.36% ($50 par) ... 51.05 .93C 4.27% _ d 
12/6 30.0 El Paso Natural Gas $4.40 Conv. .... 100 N 4.40 — e 
12/6 44 Mississippi Power & Light $4.56 .... 105 A8C 4.34 — f 
12/8 peg Coolie 3 Bas, | aa ne 101.75 1.69C 4.13 _ d 
Common Stocks 
12/15 .3 Minnesota Valley Natural Gas ...... 15.25 1.00N 5.25% — 4 





N—Negotiated. C—Competitive. a—Reported well received. b—Reported fairly well received. d—Re- 
ported issue sold slowly. e—The issue included 226,424 shares offered to common stockholders on a 1-for-21 
basis. It also included 64,383 shares offered in exchange for the 1952 series preferred on a share-for-share 
basis plus payment to the holder of $3.23 a share. The balance was sold by the underwriters. The stock is 
convertible at 414 to December 31, 1959, and at 434 to December 31, 1964. The underwriter’s commission 
was $1.79 on all shares plus $1.21 on unsubscribed or unexchanged stock. It is reported that the subscrip- 
tion offering was 97 per cent subscribed. On the exchange offering 52 per cent of the stock was converted, 
39 per cent was exchanged, and the balance sold by the underwriters. f—The issue was offered in exchange 
for the $6 preferred on the basis of one share and $5.36 for each old share. Soliciting dealers were paid $1 
a share for obtaining subscriptions. The company shared in profits on sale of unexchanged stock. The offer- 
ing was 69 per cent exchanged. g—The issue includes 17,760 shares sold to the public, in the company’s serv- 
ice area, at 153 and 1,911 shares sold to employees at 143. 


UTILITY OFFERINGS 
(Millions of Dollars) 




















December, 1954 Year 1954 
New Money Other Fin. NewMoney Other Fin. 
Electric Companies 
Bonds Ste LOMPOC «.<i5. vis /eteis osie.010:0%s $ 23 $ 18 $1,002 $ 378 
SOLE DIIVAELY. 6 bese csicceswes oa 2 150 34 
Preferred Stock sold to public ............... 12 5 210 79 
BEE SAVALOLY: 0.6. sss tisic'e sineie-s = -- 47 16 
offered to stockholders ...... —- 5 — 50 
Common Stock sold to public ............... os — 89 a 
offered to stockholders ...... - 263 S 
De esas act iane EG Sclnaiaetaioels $ 35 $ 30 $1,761 $ 560 
Gas Companies 
Bonds SENS SO DHE <s0s.ccw sce oe eces $28 $113 $ 414 $ 258 
sold privately .... siete 3 169 218 188 
Preferred Stock sold to public ........ — a 29 — 
sold privately .......... ae _ — 4 1 
offered to stockholders ...... 7 23 7 23 
Common Stock sold to public ............... — os 8 42 
offered to stockholders ...... a= — 25 — 
JG UBER SAMOS Pee AGERE eC SOne Te 3 $305 $ 705 $512 
Wotel ‘Gas and Electric. oo... .imce vec cce se 3 $335 $2,466 $1,072 
Source: Irving Trust Company. 
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PUBLIC UTILITIES FORTNIGHTLY 


FPC Chairman Kuykendall’s 
Address 


HE recent address by Chairman 

Kuykendall of the Federal Power 
Commission before the New York Society 
of Security Analysts was devoted largely 
to a discussion of the problem of regulat- 
ing the independent gas producers. (This 
topic was discussed at some length in our 
previous issue.) With reference to the re- 
cent Order No. 174-B amending the regu- 
lations pertaining to independent pro- 
ducers, he considered all but one of the 
changes were helpful (or at least not dis- 
advantageous) to the independent pro- 
ducers. The exception was the commis- 
sion’s prohibition of the so-called “third- 
party favored nation clause,” and also 
the provision for escalation of the seller’s 
price based on an increase in the buyer’s 
resale price; this becomes effective in con- 
nection with application for new certifi- 
cates filed on or after May Ist. 

The two-party favored nation clause 
refers to a provision whereby the buyer 
agrees to pay the seller the highest price 
he subsequently may pay anyone else in 
the same area for gas. The third-party 
clause goes a step further with the buyer 
agreeing to pay the highest price which 
anyone else may subsequently pay any sell- 
er in the area. The commission realizes 
that these types of contract provisions rep- 
resent the seller’s efforts to obtain at least 
the current market price for his gas, and 
that this protection is considered neces- 
sary in connection with long-term sales 
contracts. 


ener operation of the third-party 
clause has created chaotic conditions 
for both the commission and pipeline com- 
panies, Mr. Kuykendall stated. On nu- 
merous occasions a pipeline company, in 
order to contract for substantial future 
amounts of gas, has been willing to pay a 


JANUARY 20, 1955 


higher price than any previously paid in 
the area; automatically this extends the 
new higher price to all contracts in the 
area which contain the “third-party” 
clause. This may affect a dozen or so oth- 
er pipelines as well as hundreds of local 
distributing companies—all of which may 
involve applications for rate relief, either 
state or federal. Even the two-party 
clause creates problems, and some pipeline 
companies have been willing to renego- 
tiate contracts at higher prices merely as 
a means to get rid of this clause, while 
other companies have sought gas in other 
fields in order to avoid it. 

Mr. Kuykendall stated : 


The commission’s disapproval of 
the third-party favored nation clauses, 
and the other escalation clauses I have 
just described is of limited effect. We 
have simply said that we will not con- 
sider such clauses in contracts filed in 
support of certificate applications on or 
after May 1, 1955. We have not strick- 
en such provisions out of presently 
filed contracts, although we have, of 
course, the right and duty to pass on 
the merits of any requested rate in- 
crease. 


Regarding the requirement of the Nat- 
ural Gas Act that independent producers 
must obtain certificates of public con- 
venience and necessity in order legally to 
sell natural gas in interstate commerce for 
resale, he indicated that he saw little real 
value in such certificates and “it is regret- 
table that the industry has had to spend 
countless man-hours in preparing applica- 
tions for certificates, and that the commis- 
sion has been so heavily burdened in 
processing them.” 


’ is true that the certificates may accord 
the public some protection against 
abandonment of service or sales without 
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commission approval. However, this in- 
volves a difficult legal problem not yet 
adjudicated—the question whether the 
independent producer’s facilities, as well 
as his sales, are subject to regulation by 
the commission. Since the act exempts 
“production or gathering of natural gas” 
from FPC regulation, a majority of the 
commission has decided to use language in 
the certificates stating that it is certificat- 
ing the sale and also the construction and 
operation of any facilities “used for the 
sale or transportation of natural gas in 
interstate commerce which are subject to 
the jurisdiction of the commission.” 
During the question-and-answer period, 
he indicated, in regard to the best method 
of regulating rates for independent pro- 
ducers, that he had, at this time, a tenta- 
tive personal preference for regulation on 
an area or field basis rather than by indi- 
vidual companies. It would seem illogical 
if various companies in the same field had 
different prices. So far as practicable 


e 


state regulations regarding the price of 
gas, etc., will be taken into account. 

Mr. Kuykendall was asked for his per- 
sonal attitude towards the “cost-of- 
money” theory of regulation — which in 
the past has been a controversial factor of 
FPC rate regulation. He replied that the 
theory cannot be ignored, but should not 
be regarded as a governing factor in the 
rate of return. It should be used as a 
“starter” and an important consideration. 


HE commission has naturally been 

handicapped in its efforts to initiate 
regulation of independent gas producers 
because it has not been able to increase the 
size of its staff for this purpose. The re- 
quest for a supplemental appropriation 
was approved by the Budget Bureau and 
the White House, but was rejected by 
Congress at the last minute. Naturally, 
another attempt will be made when Con- 
gress acts on the budget for the new fiscal 
year. 


DATA ON ELECTRIC UTILITY STOCKS 


1953 12/29/54 
Rev. Price Div. 
(Mill.) About Rate 
$223 S American Gas & Elec. ..... 43 $1.80 
31 O Arizona Public Service .... 23 .90 
8 O Arkansas Mo. Power ..... 23 1.12d 
25 S Atlantic City Hie ........ 34 1.60b 
5 O Bangor Hydro-Elec. ...... 34 1.80 
4 © Black Pills POS LL. 0... 24 1.28 
Se S Beston Bdison ....... 2.0% 55 2.80 
18 A. Calit, Elec. Power ........ 12 .60 
4 © Cali; Greco Pr .......%- 30 1.60 
6 O Calif.-Pacific Utilities ..... 27 1.40 
So S “angina ©. OL, 2. occcss ss 25 1.00 
21 S Central HudsonG.& E.... 15 76 
15, © Gentral Be G. 2.25.6 oo 1.60 
Zo S$ Centtal Gl Light ......... 46 2.20 
AQ S GCenteal TH PS... 356.5 Zo 1.20 
9 O Cent. Louisiana Elec. ...... 26 1.20 
27 O Central Maine Power ..... 24 1.20 
96 S Central & South West .... 32 1.32 
9 O Central Vermont P. S..... 17 92 
89 S CincinnatiG. & E......... 24 1.00# 
5 O Citizens Utilities .......... 16 48a 
91 S Cleveland Elec. Illum. ..... 67 2.60 
3 O Colorado Cent. Power ..... 28 1.20 
32 S Columbus & S. O. E. ..... 30 1.60 
329 S Commonwealth Edison .... 46 1.80c 
10 A Community Pub. Serv. .... 23 1.00# 








Dizvi- Moody 
Cur- Share Earnings* Price- dend Mtge. 
rent Cur. % In- 12 Mos. Earns. Pay- Bond 
Yield Period crease Ended Ratio out Rating 
4.2% $2.44** D3 Oct. 17.6 74% — 
Ki 1.48 25 Oct. 15.5 61 — 
4.9 1.82 17 Sept. 12.6 62 — 
4.7 2.07 18 Nov. 16.4 77 Aa 
5 2.38 24 Sept. 14.3 76 — 
5:3 Zaz 13 Oct. 132 60 —_ 
Sl 3.23 8 Sept. 17.0 87 Aaa 
5.0 75 D10 Sept. 16.0 80 A 
5.3 177 35 Sept. 16.9 90 A 
SZ Zu 3 Oct. 12.8 66 Baa 
4.0 1.60 8 Nov. 15.6 63 A 
Sal 95 30 Sept. 15.8 80 Baa 
4.8 2.10 1 Sept. bys 76 
48 3.11 10 Nov. 14.8 71 Aa 
48 1.83 30 Sept. 13.7 66 A 
4.6 1.45 3 Sept. 17.9 83 Baa 
5.0 1.86 33 Nov. 12.9 65 A 
4.1 1.90 10 Sept. 16.8 69 — 
5.4 1.18 34 Nov. 14.4 78 A 
4.2 1.65 13 Sept. 14.5 61 Aaa 
6.0a 1.05 8 Sept. 15.2 46 Baa 
3.9 3.90 D3 Sept. 17.2 67 Aaa 
4.3 1.67 14 Sept. 16.8 72 — 
53 1.88 1 Sept. 16.0 85 A 
3.9 2.54 tz Sept. 18.1 71 Aaa 
4.3 1.61 D3 Sept. 14.3 62 A 
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Divi- Moody 





_ . = ne wl ee | a ne our 
ev. rece tv. T ur. SS. rns. yo n 
(Mill. ) (Continued) About Rae Yeeld Poried crease Ended Retio out Roting 
1 O Concord Electric ......... 39 2.40 6.2 2.48 31 Dec. 15.7 97 a 
SS © Connecticut L. & P. ...... 19 .94 4.9 1.09 18 Nov. 17.4 86 Aaa 
18 O Connecticut Power ........ 41 2.25 55 204 Diz Sept. 20.1 110 Aaa 
AS4 S Gonsol. Edison ........... 2.40 5.2 2.92 D3 Sept. 15.8 82 Aa 
98 S Consol. Gas of Balt. ...... 31 140 45 a7 3 Sept. 17.5 79 Aaa 
158 S Consumers Power ......... 47 2.20 4.7 3.09 10 Nov. 15.2 71 Aa 
Sy S WWavyton P&L. .....620% 43 200 4.7 2.87 6 Sept. 15.0 70 ~=Aa 
28 S Delaware P.& L.......... 32 140 44 2.07 14 Sept. 155 68 Aa 
192 S Detroit Edison ........... 34 1.60 4.7 2.00 _ Nov. 17.0 80 Aa 
107 A. Duke Power. .......0205.+ 50 200 4.0 3.36 17 Sept. 149 60 #£Aaa 
82 S Duquesne Light .......... 34 1.80 ne 2.29 5 Sept. 14.8 79 Aaa 
27 O Eastern Util. Assoc. ...... 32 200 63 2.33 Dil Sept. 13.7 8 — 
2 O Edison Sault Elec. ........ 12 50 42 98 36 = Sept. 12.2 51 — 
9 O EI Paso Elec. ............ 36 1.60 44 2.43 27 Oct. 14.8 66 A 
10 S_ Enmpire Dist. Elec. ........ 25 140 5.6 2.12 — Sept. 118 66 Baa 
4 O Fitchburg G.& E. ........ 53 3.00 57 2.80 D7 Dec. 189 107 — 
32 S Florida Power Corp. ..... 35 1.60 4.6 2.16 19 = Sept. 16.2 74 A 
70 S Florida P.& L. .......... 57. 180032 3.40 25 = Sept. 168 53 A 
156 S General Pub. Util. ........ 34 170 = 5.0 2.45** 1 Sept. 139 6 — 
5 O Green Mt. Power ......... 33. 1.80055 2.29 29. Nov. 144 79 A 
43 S Gulf States Util. .......... 35 140 40 1.95 8 Oct. 179 72 Aa 
21 A Hartford E. L. ........... 55 275 = 5.0 3.18 D2 Sept. 17.3 86 Aaa 
5 O Haverhill Elec. ........... 41 250f 6.1 2.99 10 — Dee. 13.7 8 — 
53 S Houston L. & P. ......... 41 1.20 2.9 2.38 29 Nov. 17.2 50 Aa 
7 © Honsatonic P.'S. ......... 24 140 58 1.47 11 Dec. 16.3 95 _ 
22 S Idaho Power ............ 56 2.20 3.9 3.54 5 Sept. 15.8 62 Aa 
62 S Illinois Power ........... 49 220 45 2.68 2 Oct. 183 82 #£Aa 
35 S Indianapolis P. & L. ...... 2 110 44 1.59 2 Sept. 15.7 69 
17 S Interstate Power ......... 3 70 54 95 1 Sept. 13.7 74 A 
23 O Iowa Elec. L.& P......... 24 1.20 5.0 1.73 8 Oct. 13.9 69 — 
28 S Towa-lll. G. & FE. ......... 31 180 58 2.02 D114 Oct. 15.3 89 Aa 
29 S_ Iowa Power & Light ...... 27 1.40 5.2 1.80 D6 = June 15.0 78 Aa 
25 O Iowa Pub. Service ........ 1 70 44 1.02 15 Oct. 15.7 69 A 
11 O Iowa Southern Util. ...... 21 1.20 5.7 1.41 D12 Nov. 14.9 85 Baa 
46 S Kansas City P.& L. ...... 41 180 44 2.34 > Nov. 75 77 Aaa 
22 O Kansas Gas & Elec. ....... 2 240 4.6 4.01 20 =Nov. 130 60 A 
a3 S Kansas Pr: @ Lt ......... ee 1.12 5.1 1.57 14 Sept. 14.0 71 Aa 
31 O Kentucky Utilities ........ 25 120 48 2.02 19 — Sept. 124 59 A 
6 O Lake Superior D. P. ...... 36 = 2.00 5.6 2.83 1 Sept. 127 71 A 
5 O Lawrence Electric ........ 25 1.407 5.6 1.87 18 Dec. 13.4 75 Aa 
67 S_ Long Island Lighting ..... 22 1.00 4.5 1.16 22 Sept. 19.0 86 A 
39 S Louisville G. & E. ........ 46 1.80 3.9 3.13 D4 Sept. 14.7 58 Aa 
7 © Bowell Bice 1 .......... 56 3.50¢ 6.3 3.74 3 Dec. 15.0 94 — 
S 50 denn ts @ ©. ............ Bd 1.60 5.3 2.14 14 Dec. 14.0 75 Aa 
7 O MadisonG.& FE. .......... 40 160 4.0 3.13 16 Dec. 12.8 51 Aa 
3 A Maine Public Service ..... 27 1.60 5.9 1.96 10 Oct. 13.8 82 Baa 
5 O Michigan G. & E. ........ 36 1.35a 68a 2.72 D1 Sept. 13.2 50 Baa 
127 S Middle South Util. ....... 31 150 48 2.13 11 Oct. 14.6 70— 
20 S Minnesota P.& L. ........ 24 1.20 5.0 1.71 D14 Nov. 14.0 70 A 
2 © Wiss. Valley P: S. ......... 25 1.40 5.6 2.48 18 Nov. 10.1 564 — 
Qe 38 180 47 2600+ —- — 14.6 69 — 
5 O Missouri Utilities ......... 22 1.24 5.6 1.89 14 Sept. 11.6 66 — 
31 S Montana Power .......... 39 160 4.1 2.61 1 Nov. 14.9 61 Aa 
118 S New England Elec. ....... 17 .90 5.3 1.28 5 Sept. 13.3 70 Baa 
38 O New EnglandG.& E...... 18 1.00 5.6 1.36 —~ Nov. 13.2 74 Baa 
41 O New Orleans P. S. ....... 45 225 5.0 2.83 11 Oct. 15.9 80 A 
2 O Newport Electric ......... 37 «2.00 3=—5.4 2.47. D2il Oct. 15.0 81 — 
68 S N. Y. State El. & Gas.... 41 2.00 4.9 2.56 3 Nov. 16.0 78 A 
204 S Niagara Mohawk Power .. 31 160 5.2 2.04 — Oct. 15.2 78 # Aa 
63 O Northern Ind. P. S. ...... 32 1.60 5.0 2.38 11 Nov. 13.4 67 A 
110 S Northern States Pr. ...... 16 80 5.0 1.06 6 Sept. 15.1 75 Aa 
8 O Northwestern P. S. ....... 15 20 866.0 1.20 D14 Sept. 12.5 75 A 
JUD oy Coe 0 ae 44 220 5.0 2.99 6 Nov. 147 74 Aa 
35 S OklahomaG. & E. ........ 33 150 4.5 2.17 12 Nov. 152 69 A 
14 © Otter Tail Power ......... 28 1.50 5.4 2.13 D10 Oct. 13:1 70 —_ 
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Divi- Moody 
Rev. Continued “a. t se Ge ae te ian fo pee 
(Mill. ) (Continued) About Rate Yield Peried crease Ended etic ont Rating 
364 S Pacific’G & E. 2.2.6.0 46 220 48 2.79 7 Sept. 16.5 79 Aa 
39° ©) Pacthe Pre Li... 66.4 siees 24 1.30 5.4 154 D110 Aug. 15.6 84 Baa 
106 S_ Penn Power & Light ...... 45 240 5.3 2.88 16 Nov. 56 83 A 
8 A Penn. Water & Power .... 47 200 43 2.07 D5 June 22.7 97 A 
7 S Philadelphia Elec. ........ 38 180 4.7 2.39** 1 Oct. 15.9 75 Aaa 
27 O Portland Gen. Elec. ....... 21 100 48 1.43 13 Nov. 14.7 70 Baa 
50 S_ Potomac Elec. Power ..... 20 100 5.0 1.21 10 Sept. 16.5 83 Aa 
56 S_ Pub. Serv. of Colo. ....... 43 1a 37 2.38 1 Sept. 18.1 67 Aa 
230 S Pub. Serv. Elec. & Gas ... 29 160 5.5 190 NC Oct. 153 84 #=<Aa 
59 S Public Serv. of Ind. ...... 41 2.00 4.9 2.35 _— Oct. 174 3885 Aa 
21 O Public Serv. of N. H..... 17 Se 53 1.23 38 = Nov. 138 73 A 
8 O Public Serv. of N. M..... 14 68 49 88 22 Sept. 15.9 77 — 
20 O Puget Sound P. & L...... 33 1.64 5.0 1.96 9 Oct. 16.8 84 Baa 
46 S_ Rochester G. & E......... 45 224 50 3.11 D10 ~ Sept. 14.5 72 2A 
12 © Rockland L. & P. ....63.: 17 60 3.5 68 D4 _~—St Dee. 2.0 88 A 
7 SS St OMRON ae, on ccwous 22 1.20 5.5 1.78 5 Sept. 12.4 67 A 
36 S San Diego G. & E. ....... 19 80 4.2 1a 25 Oct. 17.1 72 Aa 
7 O Sierra Pacific Pr. ........ 35 2.00 5.7 2.37 D5 Oct. 14.8 84 Baa 
140 S_ So. Calif. Edison ......... 46 200 43 2.78 25 ~— Sept. 165 72 # 4xAa 
29 S_ So. Carolina E.&G....... 184 80 43 1.37 63 Sept. 13.5 58 Baa 
5 O Southern Colo. Pr, ....... 15 70 4.7 1.21 7 ~=Aug. 1224 5 — 
180 S Southern Company ....... 18 80 44 1.29 6 = Nov. 140 62 — 
13 S_ So. Indiana G. & E....... 28 1.50 5.4 2.21 17 Nov. 12:7 68 Aa 
3 O So. Nevada Power ........ 16 80 5.0 139 NC Mar. 11.5 53s — 

1 O Southern Utah Power .... 14 100 7.1 87 D38 Oct. 161 115 — 
3 O Southwestern E. S. ....... 19 10p 53 1.60 7 Nov. 1.9 6 — 
31 S Southwestern P. S. ....... 28 1.32 4.7 ES) 8 Oct 18.5 87 A 
17 A Pampa: Blee. .. os ccecceds 25 .93 Kv 1.33 8 Oct. 18.8 70 Aa 

109 S Texas Utilities ........... 6 222 35 3.77 19 Oct. 1775 6 — 
34 S Toledo Edison ............ 14 70 865.0 1.00 10 ~— Sept. 1440 70 A 
10 O TucsonG.E.L.&P....... 23 104 45 1.62 16 = Sept. 1442 6 — 

103 S Union Elec. of Mo. ...... 28 120 43 1.60 26 Sept. 17.5 ‘5 Aa 
27 O United Illuminating ....... 51 250 4.9 2.89 6 = Dec. 176 8 — 

2 O Upper Peninsula Pr. ...... 27 140 5.2 2.79 156 Oct. 9.7 50 #£zBaa 
30 S Utah Power & Light ...... 42 200 48 2.82 17. — Nov. 149 71 A 
8 S Virginia E. & P. ......... 33 140 42 2.35 34. = Nov. 140 60 #£=Aa 
22 S_ Washington Water Pr. .... 33 1.70 52 1.88 12 Nov. 17.6 90 A 

115 S West Penn Elec. ......... 47 240 5.1 3.68 8 Oct 1228 6 — 

62 O West Penn Power ........ 48 240 5.0 2.86 11 Sept. 168 84 Aa 
9 O Western Lt. & Tel. ........ 27 160 59 2.29 D10 Sept. 11.8 70 A 

22 O Western Mass. Cos. ....... 40 200 50 2.90 20 3 3=Oct. 138 69 — 

84 S Wisconsin Elec. Pr. ....... 32 150 47 2.00 D7 Sept. 16.0 75 Aa 
32 O Wisconsin P. & L. ....... 26 1.28 49 1.68 1 Sept. 15.5 76 A 
30 S Wisconsin Pub. Ser. ...... 21 110 5.2 1.54** D7 Sept. 13.6 71 A 

AVERASES — 266 oe 4.9% 15.2 73% 
Foreign Companies 

$219 S American & Foreign Pr... 15 $.75e 5.0% $2.40 10% June 6.3 31% Ba 

116 A Brazilian Trac. L.& P..... 8 1.00£ 12.5 140 D53 Dec. 57 mA — 
56 A British Columbia Pr. ..... 27 1.00 3.7 1.47 15 Dec. 18.4 68 oo 
15 A Gatineau Power .......... 28 120 43 1.77 10 Dec. 158 68 Baa 
31 O Mexican L. & P. ......... 10 — -- a - — _- -— — 

9 A Quebec Power ............ 26 120 46 1.57 23 ~—s— Dee. 16.6 70 Baa 
42 A Shawinigan Water & Pr... 55 1.45 2.6 2.26 17 Dec 24.3 64 Baa 





B—Boston Exchange. A—American Stock Exchange. O—Over-counter or out-of-town exchange. S— 
New York Stock Exchange. D—Decrease. NC—No comparable figures available. *If additional common 
shares have been recently offered, earnings are adjusted to give effect to the offering. Percentage change 
is in the net income available for common stock. **Based on average number of shares. a—Also regular 
annual 3 per cent stock dividend, which is included in the yield. b—Also 5 per cent stock dividend. c—Also 
1/25 share of Northern Illinois Gas for each share of Commonwealth Edison. #—Also occasional stock 
dividends. +Estimated. tDec. refers to December, 1953. NA—Not available. d—Also 8 per cent stock 
dividend. e—Includes 15 cents extra. f—Approximate equivalent in cash and stock. 
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What Others Think 


An Executive’s Advice to a Utility Union 


eer by executives before union 
meetings, whenever they do occur, are 
likely to be couched in the most delicate 
and diplomatic terms which, when boiled 
down to their essentials, more often than 
not amount to little more than innocuous 
statements about “progress” and “team- 
work.” Certainly one rarely expects to 
hear any sharp criticism of union policy 
or advice on how to conduct union af- 
fairs. The pattern was broken, however, 
in a recent address by Harry B. Munsell, 
president of Kansas City Power & Light 
Company. Invited to speak before a prog- 
ress meeting of the International Brother- 
hood of Electrical Workers (AFL), 
Munsell chose as his topic: “What Advice 
I Would Give a Union if I were a Union 
Official.” 

Ignoring the moral of an old Indian 
prayer which says “Grant that I may not 
criticize my neighbor until I have walked 
a mile in his moccasins,” Munsell de- 
fended the choice of his subject as fol- 
lows: 


... While I have never been a union offi- 
cial, I venture to say that my experi- 
ence in the field of human relations has 
been substantially the same as yours. I 
say this because there are actually no 
basic, fundamental differences between 
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enlightened labor leaders and enlight- 
ened management leaders. Men on both 
sides of the bargaining table have sub- 
stantially the same heritage. When we 
are away from the bargaining table we 
do not disagree, in principle, in fields 
of government, moral standards, edu- 
cation, or philosophy. Even when we 
are at the bargaining table and in our 
day-to-day relations after the contract 
has been signed, we have a common ob- 
jective—to improve our relationships 
and our industry. 


The burden of Munselil’s message to 
the union was that there is a great need 
for more statesmanship in labor. Labor 
has gained a place of great power in 
American industrial life—and with its 
power has come responsibility. The strug- 
gle of unions for recognition and security 
is now a thing of the past. The public 
now has a right to expect something more 
than strict partisanship from labor’s lead- 
ers. “Just as management’s responsibility 
is not solely to the owners,” Munsell said, 
“a union leader’s responsibility is not sole- 
ly to the members of his union.” 


H™ on the list of requisites for states- 
manship is tolerance—the disposi- 
tion to understand and make allowances 


WHAT OTHERS THINK 


for the beliefs, practices, or habits differ- 
ing from one’s own. In short, it is the 
willingness to admit that there may be 
more than one viewpoint, honestly held, 
respecting a given situation. Munsell de- 
clared : 


In the specific field in which we are 
both concerned, I would, if I were in 
your position, be more tolerant of the 
beliefs, practices, and habits of those 
on the management side of the table. 
I would try to make myself realize that 
management makes mistakes, some- 
times deliberately by supervisors who 
do not share top management’s views 
regarding labor relations, but in the 
overwhelming majority of cases they 
are honest mistakes. .. . Do not always 
look for an ulterior motive. It may be 
just a plain garden variety of boner. 
Unions make mistakes too, and since 
you expect tolerance from manage- 
ment, be prepared to show it yourself. 


en urged the union to try to un- 
derstand some of the problems of 
management. He noted that the average 
large corporate employer has a very com- 
plex organization which is usually trying 
hard to meet the demands of a very sensi- 
tive and discriminating public. The enor- 
mous work load it must carry sometimes 
results in short-cutting human relations 
problems. He pointed out that the commu- 
nications problem confronts the manage- 
ment executive exactly as it frequently con- 
fronts, and sometimes frustrates, the un- 
ion executive. In some instances, he said, 
top management has the same difficulty 
in getting across its ideas of good em- 
ployer-employee relations to lower levels 
of supervision as does the top brass of 
union leadership in relation to its various 
locals and their members. Munsell also 
urged tolerance for that small number of 
strong-minded and perhaps well-meaning 


individuals in the employer group who 
are unable to learn or follow modern 
labor-management relations. 


we on to a more important aspect 
of union statesmanship—that of 
economic responsibility—Munsell urged 
unions to recognize that “the true measure 
of wages is not dollars themselves but 
what those dollars will buy in food, cloth- 
ing, shelter, and some of the luxuries of 
life.” A union’s objective should be real 
wages rather than dollar wages. Re- 
sponsible labor leaders should be just as 
interested in preventing further inflation 
in this country as any other segment of 
American society. “Organized labor has 
a big voice in determining whether or not 
disastrous inflation can be avoided in the 
United States,’”’ Munsell stated. ‘The al- 
ternative is easy but it leads to destruction 
of our economic system and the end of 
the labor-management relationship. Here 
is a great opportunity for labor states- 
manship.” 

Munsell said if he were an official of 
the IBEW he would urge his constituents 
to give up voluntarily the right to strike 
against a public utility employer. “I would 
sit down with management and help write 
the strongest no-strike clause that could 
be conceived by the human mind—one 
that was final and absolute. . . . I would 
make it absolutely unprofitable, if not im- 
possible, for a public utility employee to 
engage in a work stoppage of any kind at 
any time.” Munsell hastened to add that 
he was not asking the union to forfeit its 
right to strike without full assurance that 
it will have a substitute alternative meth- 
od of settling disputes. He rejected com- 
pulsory arbitration as a possible alterna- 
tive if it involves the settlement of labor- 
management disputes by “disinterested 
third persons,” for the reason that they 
are disinterested and they are third per- 
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sons—outsiders who know little or noth- 
ing about the business. Explaining his 
own approach to the problem, Munsell 
said : 

If I were an IBEW official, I would 
want to find a way to settle manage- 
ment-labor disputes peacefully through 
some method where differences can be 
resolved fairly by persons who are: 

(1) interested in the welfare of both 

labor and management, and, 

(2) who are actually in our business. 
In other words, I would want to make 
my case before a forum which was both 
interested and informed. 

I have no clear-cut ideas as to how 
this could be accomplished, but I am 
convinced that it can be accomplished 
if both labor and management really 
want it. This far I can go: If you peo- 
ple can develop a reasonable plan along 
the lines suggested, I pledge that our 
company will co-operate fully to make 
it a reality. And I further pledge that 
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I will work earnestly and tirelessly 
among executives in other companies 
in our industry to persuade them to join 
in and make it work. That . . . is the 
way real progress can be made in the 
field of labor-management relations in 
our industry. 


i the public utility field labor as well as 

management has a responsibility which 
transcends special interests; namely, a re- 
sponsibility to the public, Munsell con- 
cluded. In modern society where any in- 
terruption of utility service causes severe 
hardship to the public, neither labor nor 
management has the right to use economic 
warfare as a weapon for settling disputes 
at the expense of suffering by the general 
public. 

Munsell believes there are few mat- 
ters that cannot be settled between man- 
agement and labor through the ordinary 
channels of collective bargaining. In those 
instances where bargaining cannot settle 
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a problem, he suggests that the dispute be 
taken before a forum composed of those 
intimately connected with the utility in- 
dustry and who would assure both fair- 


ness and impartiality. Once problems are 
settled on the basis of what is best for 
both sides, labor and management in at 
least one industry will have grown up. 








What the Lawyer Needs to Know about Accounting 


A interesting analysis of the law of ac- 
counting by George S. Hills, mem- 
ber of the New York bar, has been made 
available in reprint form by the Columbia 
Law Review. The study, which original- 
ly appeared in the January and November, 
1954, issues of the Columbia Law Review, 
considers the legal concepts which have 
been derived from judicial decisions and 
statutory enactments concerning account- 
ing principles and practices. The author 
has attempted to explore and give orderly 
formulation to the more prominent fea- 
tures of the law of accounting. 

Hills observes that common law and ac- 
counting share many characteristics. Both 
must yield to legislative enactment and ad- 
ministrative prescription. Thus, he states, 
general accounting principles must give 
way to accounting regulation where uni- 
form systems of accounts have been pre- 
scribed by administrative agencies. For 
uniform systems are in the nature of legis- 
lative acts which are not subject to judicial 
review unless they are so entirely at odds 
with fundamental principles of accounting 
as to be “the expressions of a whim rather 
than the exercise of judgment.” 

Common law is sufficiently malleable to 
accommodate itself to accounting as an 
existing fact and practice, Hills states. 
Thus the courts will give effect to account- 
ing principles in the interpretation of con- 
tractual language where it is evident that 
the words used are intended to have eco- 
nomic or accounting significance, and have 
held, for example, that income taxes must 
be taken into account as an ordinary and 


necessary expense of a business even if not 
specifically identified as such by the con- 
tracting parties. On the other hand, Hills 
points out, accounting practices have to be 
modified in those areas where legal poli- 
cies and considerations dominate the 
relevant accounting concepts. It is clear 
that the practice of accountancy is a reso- 
lute yet facile art, he stated, concluding: 


In most cases, law and accounting 
function co-operatively. Such problems 
that exist are due in large part to the 
different functions these two arts serve. 
Further problems arise from the legal 
concept that questions of accounting are 
only questions of fact, and from the dif- 
ference between fact as found by the 
courts and the conventional treatment 
of fact as employed in accounting. 
Finally, problems are likely to stem 
from the contention of some account- 
ants that the courts should extend 
judicial recognition to generally accept- 
ed accounting principles because they 
are accepted by the accountants. 


HE courts envisage accounting as an 

implemental art worthy of judicial 
recognition where properly and adequate- 
ly employed to reliably present facts hav- 
ing financial significance, says Hills. How- 
ever, he notes that where accounting fails 
to record obvious facts even under a 
“sound” system, the courts will cast aside 
conventional accounting, and give effect to 
the admonition “elaborate calculations 
which are at war with realities are of no 
avail.” 
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Atomic Power Study Urged 
N™ ENGLAND should push ahead with 


atomic power development, even 
though it is not likely to obtain cheaper 
electricity from nuclear reactors, the New 
England Committee on Atomic Energy 
said recently. 

In an interim report, a copy of which 
was released late last month, the commit- 
tee said that the region’s utility companies 
should be encouraged, and aided if neces- 
sary, to embark on a program of reactor 
development for power generation. 

The committee was appointed under 
terms of a resolution adopted last Febru- 
ary 8th by the New England Governors’ 
Conference. The resolution, stating that 


The March of 
Events 


New England “has a long-range need for 
reducing fuel costs for power generation,” 
listed as the committee’s first duty a 
prompt survey and report on the possibili- 
ties of atomic power. 

In its recent report, the committee did 
not encourage the hope that the atom 
would lead to cheaper power in New Eng- 
land, but it did suggest that nuclear re- 
actors would help fill the increased power 
demands of the future “without sub- 
stantial increase in cost.” 

Any utilities willing to undertake the ex- 
ceptional risks involved in the large invest- 
ment required, “may well need, and should 
receive, sympathetic treatment from mu- 
nicipal, state, and federal taxing and regu- 
latory authorities,” the report said. 


* 
California 
Gas Rate Increase Authorized be a cost of about 40 cents a month to the 
i I atten isk tes Catia average residential user, taking the aver- 
Counties RE mY EI age of high winter bills and lower summer 
— Cian bills for the over-all increase. 
40 cents a month more on their gas bills : , 
achaabings Jotmncy 22nd. Out of the total raise the company will 
The increase, amounting to about 7.7 ad about $1,710,000 in taxes, leaving a 
sag ; net increase of $1,420,000. 
per cent, will become effective under an . 
order issued last month by the state public , 
utilities commission authorizing a rate in- Electric Rate Boost Granted 
creasé totaling $3,130,000 a year. HE state public utilities commission 
Company officials said the result would recently granted a $1,207,000 annual 
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rate increase to California Electric Power 
Company, which serves some 69,000 con- 
sumers in portions of Riverside, San 
Bernardino, Kern, Mono, and Inyo coun- 
ties. 

The city of San Bernardino was not in- 
cluded in the present rate boost because 
the company was authorized last Septem- 
ber to increase its rates there to bring them 
to a level with those of Southern Cali- 
fornia Edison Company. 

The order was effective January 17th. 


Contract Approved 


So between the Kings River 
Water Association and the Pacific 
Gas and Electric Company covering the 


operation of the utility’s proposed power 
project on the north fork of the Kings 
river was approved recently by the KRWA 
board of directors. 

It already had the approval of a ma- 
jority of the irrigation districts and ditch 
companies making up the association. 

The pact was a requirement by the Fed- 
eral Power Commission that the utility 
reach an agreement with the local irriga- 
tion districts covering the use by PG&E of 
the water necessary for the power project. 

In general, it provides the irrigators are 
to have first call on all Kings river water 
and irrigation will have a higher priority 
than power in using storage space in Pine 
Flat reservoir. 


> 
Kansas 
Rate Raises Authorized company to file new rate schedules, but no 
HE state corporation commission last effective date for the increase was set pend- 
j month approved a $990,000 increase ing the commission’s approval of them. 
in natural gas rates of the Kansas Power The ccmemoreuan also approved a tem- 
& Light Company, affecting 90,000 con- porary annual increase of $435,000 a year 
sumers in 107 communities of central and in natural gas rates of the Consolidated 
northwestern Kansas. Gas Utilities Corporation serving approxi- 
This is approximately $500,000 a year mately 7,400 customers in the vicinity of 
less than had been sought by the utility. Wichita. The company had asked for 
The commission’s order authorized the $477,122. 
5 


Kentucky 


Gas Rate Increase Asked 


rN application filed with the state public 
service commission last month by the 
Louisville Gas & Electric Company sought 
an increase in gas rates to produce $916,- 
100 in additional annual revenue. No 
change in electric rates was asked. 
Customers who use between 400 and 
1,600 cubic feet of gas a month and have 
monthly bills from 60 cents to $1.50 would 
have no increase ; those using gas for cook- 
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ing and water heating would pay an addi- 
tional 9 cents a month; those using gas to 
heat homes would average about $7.50 ad- 
ditional per year; nonresidential custom- 
ers’ rates would increase 4.94 cents to 5 
cents per thousand cubic feet of gas. 

The utility said the rate increase was 
necessary to help meet higher rates im- 
posed by its natural gas suppliers, and the 
rising costs of labor, material, and sup- 
plies. 
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The proposed increase is expected to 
produce an additional net income after 


taxes of about $430,000, according to the 
company. 


& 
Maryland 


Gas Rules Revised 


5 Gene state public service commission 
recently approved the first major re- 
vision since 1936 of rules for utilities sup- 
plying natural and manufactured gas. The 
33-page revision was prepared by the as- 
sistant chief engineer of the commission, 
who said the new rules reflect changes in 
the gas industry due to the increased use 
of natural and propane products. 
Included in the new commission regu- 
lations is a requirement that utilities file 
with the commission a statement of their 


¥ 


policy in adjusting customers’ bills when 
waste is incurred without the knowledge 
of the customer; also, a requirement that 
customers be given six weeks in which to 
pay by instalments any deposit charges 
amounting to more than $25. 

Utilities are also required to adjust their 
bills if gas meters have registered more 
than 2 per cent too fast, if the amount of 
overregistration exceeds $1. 

The rules also set new standards for 
testing gas and require utilities to set forth 
a definite gas detection program as a safe- 
ty measure. 


Nebraska 


Gas Rates Raised 


NX ordinance passed by the Lincoln city 
council late last month permitted the 
Central Electric & Gas Company to raise 
its retail rates in that city by 12.5 per cent 
to offset an increase in wholesale rates 


from Northern Natural Gas Company of 
Omaha. 

The retail increase allowed was some 
$32,000 a year less than sought by the com- 
pany, but the mayor said it would give the 
utility a 6 per cent return on its rate base. 


* 
Pennsylvania 
Gas Rate Increase Sou ght commission in the firm’s last rate case. 
x DManutecturers Light “& Hest The effect on domestic consumers would 
Company last month asked the state vary from four cents a month for the 
public utility commission for a $4,367,970 average nonheating customer to about 
rate increase to go into effect next March. $1.80 a year for most customers who use 
The company said it needs the additional gas to heat their homes. 
revenue to meet higher costs for gas it buys The second rate, which would become 
in the Southwest and other increases in its effective March 5, 1955, is designed to 
expenses. supersede the first. The total effect of the 
The rate increase is split two ways. The two increases would be a boost to nonheat- 
first new rate, which would become effec- ing customers of 74 cents a month, based 
tive March 4, 1955, covers only gas costs on the average use of 5,000 cubic feet of 
and wages which were placed before the gas. 
108 
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Conditions Imposed on Refund of Gas Rates Collected 
Pending Appeal 


._ United States court of appeals 
ordered Northern Natural Gas Com- 
pany to distribute to utility distributing 
companies funds collected under a stay 
order when it affirmed a rate reduction 
order of the Federal Power Commission. 
In doing so it prescribed conditions to pre- 
vent any distributing company from ac- 
quiring what might amount to a “wind- 
fall or unwarranted enrichment.” 


Municipal Distributors 


An unconditional order of refund was 
deemed proper, however, with respect to 
municipal distributors. The court believed 
that such refunds would be used for the 
benefit of the ultimate gas consumers in 
the community served or would be for the 
benefit of the community. The aim of the 
Natural Gas Act “to protect ultimate con- 
sumers of natural gas from excessive 
charges” would, therefore, be substantial- 
ly fulfilled. 


Unconditional Refunds 


The court issued unconditional refund 
orders with respect to those distributors 
who made no rate increase to their cus- 
tomers during the period of the stay order 
and had not passed along the higher rates 
paid by them to the pipeline company. 


Conditional Refunds 


Distributors who increased rates dur- 
ing the stay period were ordered to pass 
the refunds on to the customers. For 
example, companies making no rate in- 
crease to their firm customers, but increas- 
ing rates to interruptible or industrial gas 
customers, under escalator clause con- 
tracts, were entitled to refunds subject to 
the duty to make comparable refunds to 
the interruptible or industrial customers. 

Likewise, distributors making rate in- 
creases related to the wholesale rate in- 
crease to all of their customers were en- 
titled to refunds subject to the obligation 
to pass the refunds on to such customers. 


Distributors Regulated by City 


One of the distributors, Minneapolis 
Gas Company, operated in the city of 
Minneapolis. Its rates were subject to 
supervision by the city through its utility 
engineer. He had the power to alter, 
amend, or revise any change in rates made 
by the company which did not conform, 
in their result, to the amount of the fixed 
general allowable return, the prescribed 
return on cost of additions, extensions, 
improvements, and betterments, and the 
fixed return on working capital provided 
for in the franchise. 
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Such increases as were made by the 
company during the stay period were made 
within the utility engineer’s supervision. 
Furthermore, the city had full knowledge 
of the amount of the refund which the 
company was claiming. It was pointed out 
that the city would insist that the refund 
be treated in a manner so as to benefit the 
ultimate consumers within the city. Con- 
cerning this matter the court said: 


In the local relationship thus exist- 
ing between the company and the city, 
from the matter of franchise provisions, 
right of supervision, and assumed re- 
sponsibility as to the rates of the com- 
pany, as well as in view of the knowl- 
edge of the city of the amount of the 
refund here involved and of its ex- 
pressed intent to deal therewith “in a 
manner so as to reflect benefits to the 
full extent of said sum for the ultimate 
consumers within the city of Minne- 
apolis,” we think the purposes of the 
Natural Gas Act, of safeguarding ulti- 
mate consumers generally, will be suffi- 
ciently and appropriately served by al- 
lowing the company to receive the 
amount of the refund applicable to the 
city division, subject only to such di- 
rection and control thereover as shall 
be exercised by the city of Minneapolis 
under the franchise ordinances, for the 
benefit of the ultimate consumers with- 
in the city. 


= 


Collateral Sales 


To the extent that any distributor might 
have used gas for production of electric 
energy or steam, which it was engaged in 
selling as a separate activity, and might 
have passed on the gas rate increase in 
the sale of such product, the distributor 
was required only to make such refund as 
it might be required to do by its con- 
tracts. 

The court did not regard it as being 
within the purposes of the Natural Gas 
Act for it to engage in collateral concern 
about reaching the profits which an intra- 
state distributor might have derived from 
such activities. 


Refunds to Existing Customers Only 


The court held that the refunds to be 
made to firm customers should apply only 
to those persons who were still.customers 
of the distributor. 

The appeals court observed that the 
task of trying to locate persons who were 
no longer customers of the distributor in- 
volved, the heavy expense incident thereto, 
and the impossibility finally of finding a 
substantial number of such persons made 
such an attempt, in relation to the small 
amounts usually involved, impractical, un- 
feasible, and unnecessary to an accom- 
plishment of the purposes of the Natural 
Gas Act. Northern Nat. Gas Co. v. Feder- 
al Power Commission, 215 F2d 892. 


Handy-Whitman Index Explained 


iy authorizing a combined gas and elec- 
tric company to increase rates so as to 
produce a return of 5.8 per cent for the 
electric department and 5.95 per cent for 
the gas department, the Illinois commis- 
sion commented that trended original cost, 
derived by the application of the Handy- 
Whitman Index figures to original cost, 
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would be considered and would be given 
appropriate weight in arriving at the fair 
value determination of the company’s 
plants. A witness at the hearing testified 
with respect to the history of the Handy- 
Whitman Index, the sources of the data 
upon which the index was based, and the 
methods employed in assembling, check- 
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ing, and converting such data into the in- 
dex tables as of January Ist and July Ist 
of each year. He stated that the index 
contained tables for building construction, 
for gas plant construction, and for electric 
light and power construction, each divided 
into six geographical divisions of the 
United States. 

Semiannually prices or trends of more 
than 150 different items, such as cast-iron 
pipe, steel pipe, meters, and boilers, are ob- 
tained from nationally known and rep- 
utable manufacturers who have been 
furnishing such information to the pub- 
lishers of the index over a long period of 
years. Prices for materials, such as 
cement, lumber, brick, which are normal- 
ly purchased locally by utilities, are ob- 
tained from the Engineering News-Rec- 
ord magazine, and are then spot checked 
in various cities in each of the six geo- 
graphical divisions. 

The material and equipment prices thus 
obtained, after verification, are converted 
into index numbers. The labor rates used 
in developing the index are obtained from 


3 


the Engineering News-Record magazine 
and the Builders’ Association of Chicago, 
both of which have been publishing wage 
rates for various locations over a long 
period of years. Such labor rates are then 
spot checked with builders, trade associa- 
tions, utilities, and other interested organi- 
zations in many cities. The index numbers 
constructed for the various items of labor 
and equipment are then weighted to deter- 
mine the consolidated index numbers for 
the various accounts prescribed under the 
Uniform System of Accounts. 

The witness pointed out that in develop- 
ing the index numbers for the compo- 
nents for labor, material, and equipment, 
the effect was to reduce prices and rates to 
trended factors. Consequently, the simi- 
larity of the prices used in the preparation 
of the index to the prices paid by a com- 
pany are not as important as the similarity 
of trends of the company’s cost to the 
trends used in the preparation of the in- 
dex. Re Central Illinois Electric & Gas 
Co. Docket Nos. 41377-41379, 41412, 
41413, September 29, 1954. 


Parent’s Cost of Capital Relevant to Subsidiary’s Rate Case 


Fyre company applying to the Penn- 
sylvania commission for an increase 
in rates had refused to supply information 
relating to the cost of capital to its parent. 
The company claimed there was no meas- 
urable relationship between the two. 

The commission expressed the opinion 
that evidence pertaining to the cost of capi- 
tal to the parent holding company would 
not be cost of capital to the subsidiary per 
se, but that such data were relevant in a 
rate proceeding involving the subsidiary. 
Commenting on the financing practices of 
utility holding companies, the commission 
said: 


Many utility holding companies 
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whose securities are widely held follow 
the policy of marketing their securities 
to meet all capital requirements of the 
operating subsidiaries. Other holding 
companies cause all or some of their op- 
erating companies to market bonds 
and/or preferred stock and the holding 
companies merely market their own se- 
curities to finance their ownership of the 
common stock of the subsidiaries. In 
either case, the public finances the oper- 
ating companies, directly or indirectly, 
and the credit standing and reputation 
of the holding company management 
would have an effect on the cost of se- 
curities issued by the holding company 
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or by the operating companies. It ap- 
pears axiomatic, in the case of a closely 
held corporation, that the credit stand- 
ing of its principal stockholder and the 
reputation of the operating management 
would have an even greater effect on 
the market investors’ appraisal of any 
security offered by the holding com- 
pany or by its subsidiaries. 


The commission found the current cost 
of debt capital to the subsidiary to be 4.25 
per cent using an assumed ratio of 60 per 
cent, and 5.25 per cent to be the current 
cost of preferred stock. In response to a 
company contention that its proposed 
equity cost rate would be applicable to 


e 


either a 25 per cent ratio if preferred stock 
was considered, or 40 per cent, the com- 
mission pointed out that the cost of com- 
mon stock capital generally tends to de- 
crease in relation to significant increases 
in the proportion of common equity in the 
capital structure. Ten per cent was al- 
lowed as the current cost rate of common 
equity capital. 

A return of 6 per cent was found to be 
fair and reasonable for the company. The 
commission had considered evidence re- 
lating to original cost and reproduction 
cost (trended original cost). Pennsylvania 
Pub. Utility Commission v. Ellwood Con- 
sol. Water Co. et al. Complaint Dockets 
15995 et al. July 12, 1954. 


Issuance and Private Sale of Bonds Authorized 
For Construction and Refunding Purposes 


HE New York commission authorized 
the Rochester Telephone Corporation 
to issue and sell privately $7,500,000 prin- 
cipal amount first mortgage 34 per cent 
bonds, series C, in accordance with the 
terms of agreements entered into with 
fifteen institutional investors. The pro- 
ceeds from the sale are to be applied (1) 
toward redemption of 4 per cent sinking- 
fund debentures, plus a premium, (2) to- 
ward reimbursement of the company 
treasury for capital expenditures, and the 
payment of outstanding unsecured demand 
notes, and (3) for property additions. 
Some form of permanent financing was 
said to be warranted in order to bolster 
the company’s bank credit so as to pro- 
gress, as well as temporarily finance, the 
construction and expansion program 
planned for the remainder of 1954 and for 
the year 1955. The company has been 
engaged in converting to dial operation. 
The record, said the commission, sup- 
ported an affirmative finding required by 
§ 101 of the Public Service Law as to the 
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necessity for issuance of the securities, the 
amount to be issued, and the purpose for 
which the proceeds are to be applied, as 
well as a finding that the issue was reason- 
ably required. 


Managerial Functions 


The problem of selecting the class of 
securities and the principal amount to be 
issued and sold in counection with financ- 
ing capital expenditures, said the commis- 
sion, is essentially, in the first instance, a 
matter for decision by management. Un- 
der ordinary circumstances, management’s 
determination should be controlling, pro- 
vided the terms under which the proposed 
securities are to be issued conform to the 
statute and the resultant cost of money 
does not adversely affect public interest. 

The company proposed to sell the bonds 
at 101 per cent of face value, or at a yield 
of 3.20 per cent to the prospective pur- 
chasers. The principal justification for is- 
suing debt securities was that under exist- 
ing conditions it would be impracticable 
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for the company to attempt any equity 
financing through the issuance of either 
preferred stock or common stock. 

Moreover, issuance of the bonds would 
not adversely affect the corporation’s 
capital structure. Its debt ratio (includ- 
ing unsecured demand notes) would be 
increased from 53.1 per cent to 54.8 per 
cent, or 1.7 percentage points. It appeared 
to the commission, however, that future 
permanent financing must be in the form 
of either senior or junior equity securities, 
in order to maintain a reserve for future 
issuance of debt securities. 


Sale without Bidding 


The company could be required to sell 
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the proposed bonds at competitive bidding 
but if the bids were unsatisfactory and, 
therefore, rejected, the corporation’s cred- 
it might be impaired and the opportunity 
for immediate placement of the bonds to 
greater advantage, or at a price better than 
that specified in the bids, might be adverse- 
ly affected. The testimony indicated that 
the price when compared with yields and 
coupon rates for recent issues of other in- 
dependent telephone companies, gas and 
electric companies, and companies of the 
Bell system, was extremely favorable and 
probably the best price obtainable under 
existing conditions and with due regard to 
the type of security involved. Re Rochester 
Teleph. Corp. Case 16964, November 16, 
1954. 


Happy Valley Waterworks Happier on Receiving 
Rate Increase 


HE New Mexico commission allowed 

a rate increase to a water company 
which had operated at a net loss under 
present rates. The commission described 
the company’s existing rates as unfair, un- 
just, and unreasonable. 


Steel Pipe Tuberculation 


The record indicated that the company’s 
steel pipe had become tuberculated, result- 
ing in diminution of the inside diameter. 
As a result of this, the 4-inch water 
lines were carrying only 50 per cent of 
their intended capacity. Booster pumps in- 
stalled by the company to increase pres- 
sure resulted in bursting the distribution 
lines. 

The company, operated by husband and 
wife, proposed to replace the steel pipe 
with transite. Studies made of the use 
of pipe by various companies operating 
in the same general area as the Happy 
Valley Company indicated no cases in 
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which transite pipe had been retired be- 
cause of tuberculation. 


Financing Problem 


The company’s problem was one of 
financing. Without a rate increase none of 
the leading institutions in the area wanted 
to participate in a loan which the company 
desired to arrange through the Small Busi- 
ness Administration of the federal govern- 
ment. With a rate increase there was a 
good chance for a loan. Even if the loan 
could not be obtained, the rate increase 
would permit a gradual improvement of 
facilities since the earned profits could be 
plowed back into the business. 


Wage Expense 


The books of the company did not re- 
flect the entire personnel picture of the 
company. The husband frequently had to 
take time from his regular work to at- 
tend to water company problems. The wife 
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took care of all the bookkeeping and bill- 
ing. The commission allowed the company 
to charge to operating expenses an amount 
sufficient to compensate the husband and 
wife for the time expended in managing 
the company’s operations. 


Return on Rate Base 


The rates authorized by the commission 
would yield the company a return of $820 
on a net rate base of $10,942.35. The 
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company had suggested a return of $3,- 
410.10 on a projected rate base of $48,- 
715.61. This, the commission said, in- 
volved speculation on the plant and facili- 
ties to be added in the rehabilitation pro- 
gram. The commission, however, gave 
hope and encouragement to the company 
that as the work progressed the requested 
rate base and return would receive further 
consideration. Re Happy Valley Water- 
works, Case No. 426, November 19, 1954. 


Fare Increase Despite Certificate Revocation 


a Massachusetts department recent- 
ly authorized a transit company to 
increase its fares even though it had previ- 
ously revoked the carrier’s certificate and 
granted a certificate covering the same 
route to a municipal transit authority. 
The transit company had appealed the 
revocation order and obtained a tempo- 
rary injunction. The matter had since lain 
dormant in the equity files of the court. 
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The commission was of the opinion 
that, since the company was operating 
under the protection of a valid injunction, 
it was entitled to receive the same con- 
sideration as any other carrier in a rate 
proceeding. The evidence presented had 
pointed up the need for additional revenue. 
Therefore, the commission authorized the 
rate increase. Re Pierce Bus Lines, Inc. 
DPU 10838, November 5, 1954. 


Eminent Domain Exercise Upheld 


AY electric company, finding it necessary 
to construct a transmission line in 
order to meet an area’s growing demand 
for electric energy, obtained commission 
approval to exercise its right of eminent 
domain across a farm. Several owners of 
the farm appealed to the Pennsylvania 
superior court after the commission had 
refused a rehearing. The claim was ad- 
vanced that one of the owners had advised 
them it was not necessary to retain coun- 
sel since his attorney would represent them 
all. The rehearing was requested to present 
the evidence which that attorney had not 
offered at the original hearing. 

The court affirmed the commission’s 
order. The commission, commented the 
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court, could refuse a rehearing where the 
evidence sought to be offered was avail- 
able at the time of the original proceeding. 
The court pointed out that it was well 
settled that the grant of a rehearing was 
a matter within the discretion of the com- 
mission and that its action would not be 
reversed unless an abuse of discretion was 
shown. The grounds alleged by the ap- 
pealing parties, even if proven, would not 
convict the commission of an abuse of 
such discretion. 

The owners of the farm next contended 
that the route selected for the line would 
endanger the lives of the occupants of the 
house it was near and also inconvenience 
them in the operation of the farm. The 
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court answered in the following words: 


There is no merit in either contention 
which will justify a rehearing. The se- 
lection of a route for transmission lines 
is a matter for the public utility in the 
first instance and, unless it is shown that 
it proposes to exercise the powers con- 
ferred upon it wantonly or capricious- 
ly, the law does not intend that the com- 
mission should withhold its approval 
merely because another route might 
have been adopted, which would dam- 
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age the owners less or lessen the incon- 
venience to them in the operation of 
their farm. 


The objections to the route of the right 
of way, thought the court, related only to 
damages which the law provides adequate 
compensations for. They could not be used 
as the basis for a defense to the taking of 
the land and did not charge the commis- 
sion with an abuse of discretion. Byers v. 
Pennsylvania Pub. Utility Commission, 
November 15, 1954. 


Telephone Restoration Ordered After Service Discontinued 
Because of Tenant’s Misconduct 


‘be California commission granted a 
telephone subscriber’s request for res- 
toration of service after discontinuance 
because of use for gambling purposes. The 
commission found that the company’s ac- 
tion in refusing to restore service was 
based on reasonable cause after a letter 
was introduced in evidence by the com- 
pany in which the sheriff of the county re- 
quested the disconnection. 

Two rooms of the subscriber’s residence 
had been rented to a tenant who apparent- 
ly had used the telephone for bookmaking 
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purposes during the hours that the sub- 
scriber was away at work. The subscriber 
further testified that he had no knowledge 
of, or connection with, any bookmaking 
activities in which the tenant engaged. 

The commission’s order directing in- 
stallation facilities provided that the in- 
stallation was subject to all authorized 
rules and regulations of the company and 
existing applicable law. Renninger v. Gen- 
eral Teleph. Co. of California, Case No. 
5568, Decision No. 50821, November 30, 
1954. 


Other Important Rulings 


Operating Ratio. An operating ratio, 
excluding income taxes, of 94.3 per cent 
was considered reasonable for a transit 
company by the Wisconsin commission. 
Re Milwaukee & Suburban Transport 
Corp. 2-SR-2740, MC-1496, November 5, 
1954. 


Administrative Function. The Tennes- 
see supreme court held that a lower court, 
in reviewing the commission’s denial of a 
railroad’s request to discontinue certain 
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trains, had no right to place its own evalu- 
ation on evidence before the commission 
and to hold that certain items should have 
been allowed as direct operating expense, 
since this constituted the exercise of an 
administrative function. Louisville & N. 
R. Co. v. Fowler, 271 SW2d 188. 


Gas Company Sold. The New Mexico 
commission authorized a company en- 
gaged in the liquefied petroleum business 
to sell its property and assets to a munici- 
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pality proposing to convert to natural gas, 
where rates for natural gas service would 
be substantially lower than the existing 
rates for the liquefied petroleum gas serv- 
ice and would thus stimulate use of the 
service and result in more rapid growth 
and economic development of the entire 
area to be served. Re New Me-ico Central 
Gas Co. Case No. 429, November 12, 
1954. 


Contract versus Tariff Rate. The United 
States court of claims held that a carrier 
was not entitled to receive higher rates 
from the federal government for certain 
shipments where, notwithstanding that the 
property shipped would be classified by 
Interstate Commerce Commission tariffs 


to receive the higher rate, the parties had 
contracted for shipment under a lower 
rate. Motor Cargo, Inc. v. United States, 
124 F Supp 370. 


Substitution of Commission’s Judg- 
ment. The United States district court 
held that a court, in the absence of an 
abuse of commission discretion, could not 
substitute its judgment for that of the 
commission on the question of whether 
the prospective loss to the public and 
shippers from the discontinuance of cer- 
tain railroad service was sufficient to coun- 
terbalance the loss to the company which 
would result from continued operation. 
State of North Carolina et al. v. United 
States et al. 125 F Supp 529. 
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RE LYNCHBURG GAS CO. 


VIRGINIA STATE CORPORATION COMMISSION 


Re Lynchburg Gas Company 


Case No. 12311 
October 27, 1954 


PPLICATION by gas distributing company for approval of 
A purchased gas adjustment clause; granted. 


Rates, § 303 — Purchased gas adjustment clause. 
A proposed purchased gas adjustment provision which would authorize 
automatic adjustments in gas rates to reflect decreases or increases in the 
wholesale price of natural gas and provide for a method of making appro- 
priate refunds based on retroactive decreases in the wholesale cost of pur- 
chased gas was found to be just and reasonable and approved as part of the 
schedule of rates and regulations of a gas company. 


Rates, § 303 — Escalator clause — Gas schedule. 
Discussion of the substantive and procedural advantages of including escala- 
tor clauses in gas rate schedules, p. 35. 


Gas, § 1 — Nature of gas distributor. 
Statement that a company that transmits or distributes natural gas is not 
a transportation or transmission company as defined in § 153 of the Virginia 
Constitution, p. 36. 


Rates, § 32 — Commission jurisdiction — Gas company. 
Statement that the duty of the commission to fix rates for gas companies 
is imposed by statute and not by the Constitution, p. 36. 

Rates, § 243 — Notice of change — Escalator clauses — Statutory restriction. 


Discussion of the compatibility of escalator clauses in rate schedules with 
the statutory notice requirements when a change in rate is made effective, 
p. 37. 


Rates, § 81 — Commission jurisdiction — Fuel clauses. 
Statement that the commission, in authorizing rates for a gas company con- 
taining a purchased gas adjustment clause, does not surrender its authority 
over the utility, since at any time when the company’s return exceeds the 
reasonable limit the commission may order an investigation for the deter- 
mination of proper rates and charges, p. 37. 


* 


By the Commission: After due to be added to its schedules of rates, 


notice as required by law and the 
order of the commission of Septem- 
ber 16, 1954, the application of Lynch- 
burg Gas Company for approval of 
a purchased gas adjustment provision 


[3] 


charges, rules, and regulations now 
on file with the commission was heard 
by the commission on October 12, 
1954, and taken under advisement. 
During the course of the hearing the 
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applicant amended its proposal so as 
to provide that any increase in the 
unit cost of gas which resulted from 
the deterioration of load factor or any 
decrease in the unit cost of gas which 
resulted in the improvement in the 
load factor would be eliminated in 
the operation of said purchased gas 
adjustment. The applicant was rep- 
resented by S. Bolling Hobbs, its at- 
torney, the city of Lynchburg by C. 
S. Nowlin, its counsel, and the com- 
mission by its counsel. 

Now on this day, the commission 
having fully considered the applica- 
tion herein, as amended, and the evi- 
dence introduced by the parties in in- 
terest is of the opinion and finds as 
follows, Commissioner Catterall con- 
curring for reasons stated in a mem- 
orandum filed herewith: (1) That 
the proposed purchased gas adjust- 
ment provision, as amended, would 
authorize automatic adjustments for 
charges in gas service by the applicant 
to its customers in this state to re- 
flect decreases and increases in the 
wholesale price of natural gas pur- 
chased by the applicant and provide 
for a method of making appropriate 
refunds to its customers based on 
retroactive decreases in the wholesale 
cost of natural gas purchased by the 
applicant; and (2) that the proposal, 
as amended, is just and reasonable 
and should be approved as part of the 
schedules of rates, charges, rules and 
regulations of the applicant. 

It is, therefore, ordered: 

(1) That the applicant, Lynchburg 
Gas Company, be authorized to file 
and use the purchased gas adjustment 
provision, as amended, as a part of its 
rates, charges, rules, and regulations 
6 PUR 3d 


now on file with the commission on 
and after November 1, 1954; 

(2) The applicant is directed to 
notify the accounting and engineering 
divisions of the commission, from 
time to time, at least ten days prior to 
any changes in the wholesale price of 
natural gas purchased by it which 
would result in adjusting charges to 
its customers by reason of the opera- 
tion of the provisions of said pur- 
chased gas adjustment provision ; 

(3) There appearing nothing fur- 
ther to be done, this proceeding be 
dropped from the docket and the file 
placed in the file for ended causes ; and 

(4) That an attested copy hereof 
and the memorandum referred to be 
sent to S. Bolling Hobbs, attorney, 925 
Church street, Lynchburg, Virginia; 
C. S. Nowlin, city attorney, Lynch- 
burg, Virginia; and to the chief ac- 
countant and chief engineer of the 
commission. 


Memorandum 


CATTERALL, Commissioner: On 
October 11, 1954, a public hearing 
was held on the applications of seven 
natural gas distribution companies for 
permission to include in their rate 
schedules clauses adjusting their rates 
up or down to correspond with 
changes in the price of purchased 
gas. For want of a better short 
name for this kind of clause it is 
called an “escalator clause.” It re- 
sembles the clause in the rate sched- 
ules of electric power companies that 
is called a “fuel clause.” The fuel 
clause in electric schedules is tied to 
the cost of coal or oil used in the 
generating plants of the company. An 
electric company does not resell to the 
ultimate consumer the fuel that it has 


DiS ES isla 





purchased. A natural gas distribution 
company does resell to the ultimate 
consumer the gas that it has purchased. 
Thus the relationship between the cost 
of what it buys and the charge for 
what it sells is direct in the case of 
gas companies and indirect in the case 
of electric companies. 

Since the price of coal and oil is 
not fixed by law, and since there is 
no monopoly of coal or oil, it might 
be possible for an electric company 
to reduce its fuel costs by bargaining 
with its suppliers. No such possibility 
exists in the case of natural gas. The 
distribution company can have but one 
supplier, the supplier has an absolute 
monopoly, and the purchase price is 
fixed by law. The seven companies 
whose applications are before us all 
have the same supplier, the Columbia 
System, which delivers gas directly to 
some and through Commonwealth 
Natural Gas Company to others. 


In recent years there have been 
several increases in the wholesale 
price of natural gas fixed by the Fed- 
eral Power Commission. When the 
wholesale price goes up, the distribut- 
ing companies will have their earnings 
reduced unless they pass on the in- 
creased price to the ultimate consum- 
ers. At the time of an increase in 
the wholesale purchase price of gas, 
the rates then being charged by any 
particular distribution company are 
presumably just and reasonable. There 
is a maximum and minimum between 
which rates can move without being 
unreasonable. For the sake of illus- 
tration, let us assume that the range 
of permissible earnings lies between 
5.25 per cent and 6.75 per cent. The 


earnings of public utilities fluctuate. 
When they fall below the minimum 
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of the permissible range, the company 
applies for an increase; when they 
rise above the maximum of the per- 
missible range, the commission re- 
quires the company to decrease them. 

The inclusion of an escalator clause 
in the rate schedules has the effect of 
keeping the earnings at the same per- 
centage before and after the change 
in the wholesale price. That is the 
only substantive reason for having an 
escalator clause. But the main pur- 
pose of the escalator clause is pro- 
cedural: When prices are rising, the 
time that necessarily elapses between 
the date when earnings fall below the 
permissible minimum rate of return 
and the date when the commission 
enters its order allowing increased 
rates, is a time during which the 
utility earns less than a fair and reason- 
able return. When prices are falling, 
the process is reversed. At the pres- 
ent time prices have been going up and 
a number of consumers have objected 
to the escalator clause. If prices were 
going down the shoe would be on the 
other foot. 


The inevitable delay between the 
happening of an event that entitles a 
party to legal relief and the date 
when he gets relief makes it impos- 
sible in some kinds of cases for law 
and equity to do complete justice. 
Ever since Hamlet mentioned “the 
law’s delay” as one of the things that 
made him wonder whether it was 
better ‘‘to be or not to be,” lawyers 
and legislators have sought ways of 
overcoming so far as possible the time 
lag in the machinery of justice. One 
purpose of the fuel clause in electric 
rate schedules and the escalator clause 
in natural gas rate schedules is to keep 
the mere lapse of time from operating 
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in favor of or against either the 
stockholders or the consumers. The 
time factor is especially prominent in 
the cases before us because, since all 
seven distribution companies receive 
their gas through the pipelines of the 
same transmission company, all seven 
would start paying the changed pur- 
chase price on the same day. In the 
absence of an escalator clause, each 
of the seven companies would, if the 
increase were substantial, file new 
schedules. In order to hold hearings 
on the proposed increases in rates, the 
commission’s staff would have to 
examine the books and records of 
seven companies. One company 
might get relief in two months and 
another company might not get relief 
for ten months. The company whose 
case was heard last would suffer un- 
justly compared to the companies 
whose cases were heard earlier, and 
it would be physically impossible to 
avoid that injustice. If there should 
be a substantial decrease in the whole- 
sale price, the consumers of the sev- 
enth company would suffer the largest 
injustice. There is no rule of law or 
justice for determining which of the 
seven applications should be investi- 
gated and heard first or last. The 
denial of the present applications might 
create a situation in which it would 
be physically impossible for the com- 
mission to render equal justice to all 
parties, because to public utility rate 
cases the maxim “justice delayed is 
justice denied” is particularly appli- 
cable. It is therefore reasonable. and 
just that escalator clauses be inserted 
in the rate schedules. The inclusion of 
such clauses does not affect in any 
way the powers and duties of the State 
Corporation Commission in keeping 
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rates within the bounds of what is 
reasonable and just. 

A company that transmits or dis- 
tributes natural gas is not a “trans- 
portation or transmission company” 
as those terms are defined in § 153 
of the Constitution. The duty of the 
commission to fix the rates of gas 
companies is imposed on it not by the 
Constitution but by statute. Com. 
ex rel. Page Milling Co. v. Shenan- 
doah River Light & P. Co. 135 Va 
47, PUR1923C 593, 115 SE 695; 
Virginia-Western Power Co. v. Com. 
ex rel. Clifton Forge, 125 Va 469, 
PURI9I19E 766, 99 SE 723, 9 ALR 
1148. The governing statute is § 56- 
235 of the Code, which reads: 


“If upon investigation the rates, 
tolls, charges, schedules, or joint rates 
of any public utility operating in this 
state shall be found to be unjust, un- 
reasonable, insufficient, or unjustly 
discriminatory or to be preferential or 
otherwise in violation of any of the 
provisions of law, the state corpora- 
tion commission shall have power to 
fix and order substituted therefor such 
rate or rates, tolls, charges, or sched- 
ules as shall be just and reasonable.” 


In order to perform the duties im- 
posed on it directly by the Constitu- 
tion, and by that section of the Code, 
and by numerous other statutes, the 
commission employs a competent staff 
of trained accountants who spend their 
full time making investigations for the 
commission and reports to the com- 
mission. The accounting division re- 
ceives, checks, and analyzes the annual 
reports that utilities are required to 
file with the commission. From other 
sources, such as statistical data pub- 
lished by federal agencies and reports 
of companies to their stockholders, it 


TROT IEF OI maT 


PES REE eco 


PORE MTT PETS 


Sra 


aN RIREE TT 


RE LYNCHBURG GAS CO. 


obtains additional information. The 
bulk of its work consists in constantly 
traveling throughout the length and 
breadth of Virginia to examine the 
original books, records, and vouchers 
of the utilities. In the same way that 
our bank examiners go over the state 
to examine the condition of banks and 
other financial institutions; in the 
same way that our tax assessors go 
over the state to assess the property 
of utilities ; in the same way that other 
divisions of the commission are en- 
gaged throughout the year and 
throughout the commonwealth in 
making investigations for the commis- 
sion, the accounting division makes 
the investigations required under 
§ 56-235. This supervision of the 
earnings of utilities is not diminished 
by fuel clauses or escalator clauses or 
any other clauses. 


That rate schedules are expected to 
contain such clauses is recognized by 
§ 56-236 of the Code of Virginia, 
which requires every public utility to 
file its rate schedules with the com- 
mission, and says: 

“. . Every public utility shall 
file with, and as a part of, such sched- 
ules, copies of all rules and regulations 
that in any manner affect the rates 
charged or to be charged.” 

The legislature has, by the language 
quoted, recognized that rate schedules 
consist not merely of lists of rates 
in dollars and cents, but that they 
customarily include provisions that 
will in various ways affect the rates 
charged at the time of filing or to be 
charged thereafter. 

The next section of the Code, § 56— 
237, begins: 

“No change shall be made in any 
schedule filed pursuant to the preced- 


ing section, including schedules of 
joint rates, except after thirty days’ 
notice to the commission, and to the 
public i 

The thing that the statute says must 
be filed is not every change in the 
consumers’ bills, but every change in 
the schedules that affects the compu- 
tation of the bills. A charge that can 
be computed by a fixed mathematical 
formula is as firmly fixed as a charge 
that is stated in terms of money. 

Section 56-238 provides that when 
a new schedule is filed the commission 
may, “. either upon complaint 
or on its own motion,” suspend all 
or any part of it pending investiga- 
tion. 

Section 56-240 provides that, if the 
commission does not order a suspen- 
sion of the new schedule, it shall go 
into effect as filed, “subject, however, 
to the power of the commission, upon 
investigation thereafter, to fix and 
order substituted therefor such rate or 
rates, tolls, charges, rules, or regula- 
tions, as shall be just and reasonable 


We conclude as a matter of law 
that the applicable statutes intend that 
rate schedules may include fuel clauses 
and escalator clauses when such clauses 
are just and reasonable; and we find 
as a fact that the clauses proposed 
in the seven cases now before us are 
just and reasonable. The seven com- 
panies will still be under the thumb 
of the commission, and, to vary slight- 
ly the picturesque metaphor suggested 
by counsel for one of the objectors, 
that thumb will not be amputated. 


Epitor’s Note :—The commission is- 
sued similar orders in the following 
cases, all decided on October 27, 1954. 
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Corp. Case No. 12315; Re Virginia 
Electric & Power Co. Case No. 12316; 
Re Virginia Gas Distribution Corp. 
Case No. 12317. 


Re Petersburg & Hopewell Gas Co. 
Case No. 12312; Re Portsmouth Gas 
Co. Case No. 12313; Re Roanoke Gas 
Co. Case No. 12314; Re Suffolk Gas 





WISCONSIN PUBLIC SERVICE COMMISSION 


Claude Griffith et al. 


Platteville Telephone Company 


Rewey-Mineral Point Telephone Company, Additional Defendant 


2-U-4270 
September 7, 1954 





PPLICATION by customers of one telephone company for 
vi \ extension of service by another; denied. 


Service, § 132 — Extension — Competitive telephone service. 
The commission will not require a telephone company to extend service 
to persons presently being adequately served by another company, notwith- 
standing that the extension will result in more convenient service and elimi- 
nate toll charges, where, if authorized, the present company would suffer 
a loss of practically all subscribers on the line and incur operating deficits 
which would result in higher rates being paid by the remaining subscribers. 


By the Commission: Claude Grif- 
fith, Arthur Smail, Fred Dietzman, 
Dan Trickle, Harold Hinderman, 
and Raymond Kracke, route 5, Platte- 
ville, filed letters with the commission 
on June 3, 1954, asking extension of 
telephone service to their premises by 
the Platteville Telephone Company. 

The Rewey-Mineral Point Tele- 
phone Company, Rewey, on June 11th 
filed objection to such request, pursu- 
ant to § 196.50(2), Statutes. The 
company alleged that the petitioners 
abandoned their roadway lines some 
years ago and became subscribers of 
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the Rewey-Mineral Point Telephone 
Company, and that the line serving 
them was completely rebuilt, and that 
the line would be left with only two 
subscribers if the petition were granted. 

Pursuant to due notice public hear- 
ing was held at Platteville on July 23, 
1954, before examiner Maurice H. 
Van Susteren. 


APPEARANCES: Claude Griffith, 
Arthur Smail, Daniel Trickle, Harold 
Hinderman, Fred Dietzman, and Ray- 
mond Kracke; L. J. Robertson, Man- 
ager, Platteville, for Platteville Tele- 
phone Company; Earl L. Murray, 


spore. 


GRIFFITH v. PLATTEVILLE TELEPH. CO. 


President, Montfort, for Rewey-Min- 
eral Point Telephone Company. 

Hinderman, Smail, Kracke, and 
Dietzman are connected to and are 
served by the Rewey exchange of the 
Rewey-Mineral Point Telephone Com- 
pany. Griffith who resides in the city 
of Platteville is Hinderman’s landlord. 
Trickle has no service. All of the 
petitioners except Dietzman reside in 
section 19, town of Belmont, La Fay- 
ette county. Dietzman is located in 
section 24, town of Lima, Grant coun- 
ty. All are located within less than a 
mile of each other. Both Platteville 
Telephone Company and Rewey-Min- 
eral Point Telephone Company own 
and operate telephone plant and equip- 
ment and operate as a telephone public 
utility in the towns of Belmont and 
Lima. 

The primary business and social in- 
terests of the petitioners is in the city 
of Platteville and the area served 
by the Platteville Telephone Company. 
Evidence with respect to the quality of 
service furnished by the Rewey-Min- 
eral Point Telephone Company is con- 
flicting. Petitioners maintained that 
the service has been of poor quality at 
all times. They are unable to reach 
the operator on in or out calls; and 
when a connection is established, they 
are unable to hear or to be heard. 

Earl Murray, president of the 
Rewey-Mineral Point Telephone 
Company, testified that the line to the 
petitioners was completely rebuilt with 
new materials in 1947. In 1946 a 
new switchboard was installed in the 
Rewey exchange. Two weeks prior to 
the hearing Murray checked the trans- 
mission qualities of the circuit and 
found them to be excellent. His rec- 
ords disclose that there were six re- 


ported outages on the circuit in 1953 
due to storms which were repaired im- 
mediately. Three outages were re- 
ported for the same reason in 1954. 

It would appear that the service 
difficulties can probably be traced to 
the quality of service rendered at the 
Rewey switchboard. People in busi- 
ness in Platteville who testified in this 
proceeding uniformly stated that in 
many instances they were unable to 
reach the petitioners because they 
were informed by their toll operator 
that ““Rewey did not answer.” Except 
for the outages, the petitioners’ circuit 
apparently has been in good operating 
condition so it must be inferred that 
the Rewey switchboard has not been 
manned at times. Because of the small 
size of the Rewey exchange (154 sub- 
scribers), the operation of the switch- 
board is on a contract basis. Service 
furnished by a contract operator on 
the average is not intended to be as 
good as service furnished by full-time 
operators provided and supervised by 
the company. The company on the 
other hand has the responsibility of 
keeping a constant check of the serv- 
ice rendered by its contractor in order 
to see that reasonably adequate service 
is provided. Such checks should be 
instituted by the utility in the future. 

The commission in Docket 2—U- 
3476, Wichman v. Wood County Tele- 
phone Co. (1952) 95 PUR NS 193, 
197, stated: 

“Although an exchange area is not 
unalterable, it should consist of a 
natural economic unit of such terri- 
tory as will be conducive to the best 
interest of both the public and ulti- 
mately to the utility. Circumstances 
may and often do require a change of 
claimed territory when to do so would 
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better serve the public or any portion 
thereof and not unduly harm the util- 
ity or remaining subscribers. . 

“The public interest requires a bal- 
ancing of all interests; the interests of 
the utilities involved; the interests of 
the subscribers immediately affected 
by the change; and the interest of all 
subscribers who may be ultimately 
affected.” 

The change of service as proposed 
would result in a loss to the Rewey- 
Mineral Point Company of practically 
all of the subscribers on better than 5 
miles of line. It is estimated that the 
remaining investment in this line is 
about $1,365. Since the exchange is 
having difficulty in operating on a 
profitable basis the loss of these sub- 
scribers would have the effect of plac- 
ing operations at a deficit. This in 
turn will result in the remaining sub- 
scribers paying higher rates in order 
to restore the exchange to a profit 
operation. 

It is recognized that the extension 
of Platteville exchange service to the 
respective premises of the petitioners 
wold afford them a more convenient 
service and would eliminate toll charg- 
es. This extension of service would, 
however, be contrary to the interests 
of other segments of the public; and 
this must also be considered. The loss 
of revenues that would result from the 
change which the commission is re- 
quested to approve without a corre- 
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sponding savings in expenses would 
limit the ability of this small company 
to furnish service at its present level 
of rates. In addition it would suffer 
a substantial loss of its investment. 
Under all the circumstances the com- 
mission considers that the present 
service meets the essential service re- 
quirements of the petitioners. 

The commission finds: 

That the extension of Platteville 
Telephone Company facilities to the 
petitioners is not required by public 
convenience and necessity. It is also 
not required for the furnishing of rea- 
sonably adequate service to the sub- 
scribers and public and would be con- 
trary to the interests of that segment 
of the public consisting of other pres- 
ent or prospective subscribers of the 
Rewey-Mineral Point Telephone Com- 
pany. 

The commission concludes: That 
it has jurisdiction under §§ 196.03, 
196.26, 196.37, 196.50, and 196.58, 
Statutes, to issue an order in accord- 
ance with the foregoing findings of 
fact. 


ORDER 


The commission therefore orders: 
That the application of the petitioners 
for telephone service from the Platte- 
ville exchange of Platteville Telephone 
Company be and the same is hereby 
denied. 
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ILLINOIS COMMERCE COMMISSION 


Re Southwestern Bell Telephone Company 


No. 41475 


James Henderson et al. v. Southwestern Bell Telephone 
Company, No. 41633 


October 20, 1954 


a for approval of proposed intrastate telephone 


rate increase; denied. 


Valuation, § 27 — Rate base — Original cost — Reproduction cost. 
1. The commission, in determining fair value of utility property for rate- 
making purposes, must consider the original cost of the property as well 
as reproduction cost, current economic conditions, and present price levels, 


p. 43. 


Return, § 24 — Reasonableness — Attraction of capital. 
2. Public utilities are entitled to such a return as will enable them to attract 
capital for the natural growth that they must have in order to provide the 
service demanded by the public, p. 44. 


Return, § 111 — Telephone company. 


3. A return of no more than 5.5 per cent on the fair value of a telephone 
company’s property for intrastate operations was considered just and rea- 


sonable, p. 4+. 





Apportionment, § 7 — Indirect telephone company expenses — Separations Manual. 
Statement that the Illinois commission has never accepted the Separations 
Manual for the purpose of allocating indirect expenses of a telephone com- 
pany operating in two or more states, p. 45. 


By the Commission: On Decem- 
ber 30, 1953, the Southwestern Bell 
Telephone Company filed with this 
commission revised rate schedules pro- 
posed to become effective January 29, 
1954, providing for increased rates 
for telephone service affecting sub- 
scribers in its Illinois exchanges 
located at East St. Louis, Belleville, 
Granite City, Edgemont, Freeburg, 
New Athens, O’Fallon, and Lebanon. 
The revised schedules for increased 


rates filed by the company are as 
follows: [Schedules omitted. ] 

On January 5, 1954, the commis- 
sion entered its order suspending said 
rate schedules until May 30, 1954. A 
further order was entered by the com- 
mission re-suspending the proposed 
rate schedules until November 30, 
1954. 

After due notice had been given, 
certain interested parties filed formal 
intervention in opposition to the pro- 
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posed rate schedules, or otherwise 
appeared in opposition. Those ap- 
pearing in opposition were a Citizens’ 
Committee to Fight Excessive Tele- 
phone Rates, the cities of East St. 
Louis, Belleville, Granite City, Madi- 
son, Venice, and Freeburg, all in 
Illinois. 

The first hearing in the matter was 
held at the offices of the commission 
at Springfield, Illinois, on February 
3, 1954, and thereafter, at the request 
of those appearing in opposition, fur- 
ther hearings were held at East St. 
Louis, Illinois, on February 25, April 
28, April 29, April 30, May 13, May 
14, June 24, and June 25, 1954. Dur- 
ing the course of these proceedings the 
Citizens’ Committee filed a complaint, 
assigned docket number 41633, alleg- 
ing in part that the company’s rates 
presently in effect for its Illinois 
operations were unjust, unreasonable, 
and excessive, and that the present 
rates should be reduced. The cases 
were consolidated for the purpose of 
hearing and the commission will here- 
inafter consolidate the cases for the 
purpose of order. 

The commission’s staff entered its 
appearance in these cases and after 
extensive studies, both engineering 
and accounting-wise, presented testi- 
mony and exhibits. The witnesses 
for the company were cross-examined 
by the commission’s staff. Exhibits 
of the Citizens’ Committee were intro- 
duced in evidence, and likewise cross- 
examination of the company’s witness- 
es was conducted by counsel for the 
Citizens’ Committee. 

Southwestern Bell Telephone Com- 
pany is a telephone utility organized 
under the laws of the state of Mis- 
souri and is duly authorized to con- 
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duct business as a telephone utility in 
the state of Illinois. The company 
provides, in addition, extensive tele- 
phone service throughout the states 
of Missouri, Texas, Arkansas, Kan- 
sas, and Oklahoma. Its telephone 
operations in Illinois are primarily 
confined to St. Clair and Madison 
counties, which may be described as 
a portion of the St. Louis metropolitan 
area. 

Following the conclusion of the 
hearings the company and the Citizens’ 
Committee filed briefs and request was 
made for oral argument. On Sep- 
tember 21, 1954, the commission 
heard the oral argument and the case 
was marked “Heard and Taken,” ex- 
cept for submission of record correc- 
tions. 

The company in the area in which 
it operates in Illinois provides ex- 
change service and toll service, both 
interstate and intrastate, and a form of 
extended area service permitting flat 
rate calling into the St. Louis zone 
of the St. Louis metropolitan ex- 
change. For convenience, this latter 
service has been generally referred to 
as “‘across-the-river” service. The 
revised schedules of rates as filed by 
the company contemplate in the main, 
increases in the rates for intrastate 
exchange service and the “across-the- 
river” service, as well as increases for 
miscellaneous services. The proposed 
revised schedules of rates if placed in 
effect would produce an additional 
annual gross revenue of approximately 
$425,000 from the intrastate ex- 
change service and _ miscellaneous 
services, and approximately $73,500 
additional gross annual revenue from 
“across-the-river” service. 


Southwestern Bell Telephone Com- 
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pany is a member of the American 
Telephone and Telegraph Company 
system and is approximately 99.9 per 
cent owned by American Telephone 
and Telegraph Company. Southwest- 
ern Bell Telephone Company operates 
in several states and therefore there 
arises in this case the necessity of 
determining allocations between states, 
as well as making allocations between 
interstate and intrastate operations in 
Illinois. 


Rate Base 


Evidence was introduced tending to 
show the fair value of the company’s 
property used and useful in its intra- 
state operations. In determining the 
value of the company’s property, 
Southwestern Bell Telephone Com- 
pany did not put in any evidence of 
the value of its property used in the 
so-called “across-the-river” service. 
Consequently, in determining the val- 
uation of property we have not con- 
sidered the ‘“‘across-the-river” service 
about which we will have more to 
say hereinafter. 


Evidence was introduced by wit- 
nesses of the company and the com- 
mission showing that the original cost 
of the total company’s property as of 
December 31, 1953, used and useful in 
Illinois was $19,800,000. The book 
depreciation reserve was $3,476,000, 
showing a depreciated original cost 
of $16,324,000. The company also 
introduced evidence of reproduction 
cost as of December 31, 1953. The 
company’s exhibit of reproduction cost 
new of the total Illinois plant as of 
December 31, 1953, showed a figure 
of $24,531,904. 

The company arrived at $20,000,- 
000 for its so-called “fair value” of 
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the total Illinois property by deduct- 
ing from the gross reproduction cost 
new of $24,531,904 the following 
items: the sum of $2,419,766 for 
“observable” depreciation reflecting 
wear and tear diminution in value, 
the sum of $500,000 for “functional” 
depreciation of the Belleville building 
and central office equipment, the sum 
of $400,000 for “functional” deprecia- 
tion of plant in Edgmont, New Athens, 
and Freeburg, the sum of $200,000 
for “obsolescence” for 2-piece hand- 
sets, the sum of $500,000 for “‘contin- 
gencies,” and a sum of $512,138 
“allowance for error.” 


The commission regards the deduc- 
tions made by the company as above 
outlined to be the proper and reason- 
able deductions to be made in order 
to arrive at the reproduction cost new 
depreciated. The amount of $20,- 
000,000 arrived at by the company 
as the so-called “fair value” of its total 
Illinois property will be considered by 
the commission as the reproduction 
cost new depreciated of that property. 
Likewise, the commission accepts the 
allocation by the company of the $15,- 
570,000 as the reproduction cost new 
depreciated for its intrastate property 
in Illinois. 

[1] In determining the intrastate 
portion of the company’s property, 
Southwestern Bell Telephone Com- 
pany used the Separations Manual 
prepared by the special co-operative 
committee of the National Association 
of Railroad and Utilities Commission- 
ers and the Federal Communications 
Commission. No serious objection 
was interposed by counsel represent- 
ing the citizens’ committee and the 
various local municipalities to the use 
of the Separations Manual for deter- 
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mining the allocation of property be- 
tween interstate and intrastate opera- 
tions. Upon the basis of the Separa- 
tions Manual, the company showed 
that the original cost depreciated of 
its intrastate property was $12,824,- 
000. The company obviously did not 
give any consideration to original cost 
depreciated in determining its so- 
called “fair value” of its total Illinois 
property. While the commission is 
compelled to take into consideration 
reproduction cost and current eco- 
nomic conditions, as well as present 
price levels, yet, in its determination 
of fair value it must give consideration 
to the original cost of the property. 
Illinois Bell Teleph. Co. v. Illinois 
Commerce Commission (1953) 414 Ill 
275, 98 PUR NS 379, 111 NE2d 329; 
State P. U. C. ex rel. Springfield v. 
Springfield Gas & E. Co. (1919) 291 
Ill 209, PUR1920C 340, 125 NE 891. 
After considering all the elements and 
giving proper weight to reproduction 
cost new depreciated, original cost 
depreciated, present economic condi- 
tions, and allowing an amount of 
$208,000 for cash working capital and 
materials and supplies, the commission 
is of the opinion that the fair value of 
the company’s property used and use- 
ful for intrastate operations in Illinois 
as of December 31, 1953, was $14,- 
100,000. 


Rate of Return 


[2, 3] The company introduced 
evidence as to a fair rate of return 
upon its property used and useful for 
telephone service. The company of- 
fered the testimony of only one wit- 
ness, a president of an East St. Louis 
bank, upon rate of return, who esti- 
mated that a business of the type being 
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considered should have a return of 
64 to 7 per cent. Upon cross-exam- 
ination, it was shown that the witness’ 
qualifications were extremely limited 
and that he had never testified pre- 
viously in public utility matters, nor 
did his bank do any financing for pub- 
lic utility companies. His conclusion 
was largely based upon what the larger 
manufacturing corporations in the St. 
Louis area had been earning over the 
past years on their invested capital. 
The witness acknowledged that the 
cost of that capital today is consider- 
ably cheaper than it has been in the past 
and that he made no study of the cur- 
rent cost of debt or equity money to 
American Telephone and Telegraph 
Company, or to Southwestern Bell 
Telephone Company. He did state 
that in his opinion American Tele- 
phone and Telegraph Company has 
had no difficulty in raising capital dur- 
ing the postwar years. In order to 
keep utilities healthy and enable them 
to provide the service demanded by the 
public, they should be entitled to such 
a return as to enable them to attract 
capital for the natural growth that 
utilities must have. However, as the 
Illinois supreme court stated in Illinois 
Bell Teleph. Co. v. Illinois Commerce 
Commission, supra, 414 Ill at p. 286, 
98 PUR NS at p. 387: 


“This court will, however, take no- 
tice of the fact that there is a differ- 
ence in industrial company investments 
and public utility investments, it being 
very apparent that with varying de- 
grees of risks there must necessarily 
be varying degrees of income return 
on invested capital. When investing 
in a business dedicated to public serv- 
ice one must recognize that, as com- 
pared with investment in private busi- 
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ness, he cannot expect either high or 
speculative dividends, but that his obli- 
gation limits him to only fair and 
reasonable profit.” 

The commission believes that the 
facts in this case justify no greater 
return than 5.5 per cent on the fair 
value of the company’s property for 
intrastate operations in Illinois, and 
the commission will hereinafter find 
such a rate of return to be just and 
reasonable. 

By applying a rate of return of 5.5 
per cent to the above-mentioned fair 
value rate base, the company should 
receive a net income available for 
interest, dividends, and surplus of 
approximately $775,500. 


Revenues and Expenses 


The company introduced evidence 
of its actual revenues based on the 
test year of 1953 with certain adjust- 
ments which shows an amount of $5,- 
493,000 for its intrastate operations. 

The company introduced evidence 
of its expenses based on a test year of 
1953 with certain adjustments to re- 
flect increased costs which had become 
effective during different parts of that 
year. These increased costs were 
annualized. The company, in its orig- 
inal exhibits, estimated that the costs 
for total operations including taxes 
were $6,414,000 and after the neces- 
sary adjustments were $4,744,000 for 
intrastate operations. During the 
course of the hearings, actual figures 
were introduced covering the 1953 
year which actual figure for intra- 
state operations was $4,717,000, in- 
cluding taxes and adjustments. The 
company in making its allocations be- 
tween total expenses for Illinois and 
the intrastate portion used the Sep- 
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arations Manual. The expenses which 
the company attributes to the intra- 
state operations are composed of two 
categories of expense: Namely (1) 
direct charges, and (2) apportioned 
charges. The company’s actual ex- 
pense for its total operations in Illinois 
for the year 1953, including taxes, is 
$6,357,000, of which $906,000 is in- 
direct charges apportioned to Illinois 
resulting from the application of the 
Separations Manual formula to joint 
Missouri-IIlinois indirect expenses. 

The validity of the results produced 
by this method has not been estab- 
lished by any tests or studies; the 
Separations Manual was not designed 
for making an allocation of this kind 
and the commission had never accepted 
this procedure in allocating indirect 
expenses of a company operating in 
two or more states. 


For the purpose of disposing of the 
request for increased rates, the com- 
mission has accepted the computations 
of the company relating to revenue 
and expenses and will hereinafter find 
that no increase in rates is justified for 
its Illinois intrastate operations. 


““Across-the-River’ Service 


The company did not introduce evi- 
dence as to plant account, revenue, 
or expense in regard to the “across- 
the-river” service. It contends that 
during the postwar rate adjustments, 
the differential between the local serv- 
ice rate and the extended service rate 
to St. Louis, Missouri, became smaller 
and that a more equitable relationship 
between two forms of service should 
be restored. In view of the present 
record and considering the fact that 
the commission is hereinafter disal- 
lowing any increase in local exchange 
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rates, the commission cannot justify 
an increase in the so-called “across- 
the-river” service. Serious problems 
of allocation of revenue, plant, and ex- 
pense may be present on this type of 
service which is fundamentally inter- 
state. 

The commission having considered 
the entire record herein, having exam- 
ined the rates set forth in the com- 
pany’s proposed revised schedules of 
rates for intrastate operations and 
“across-the-river’’ service, also having 
considered the briefs and arguments 
of counsel in this proceeding, and being 
fully advised in the premises, is of the 
opinion and finds: 

(1) that the commission has ju- 
risdiction of the parties and the subject 
matter of this proceeding; 

(2) that Southwestern Bell Tele- 
phone Company is a telephone utility 
organized under the laws of the state 
of Missouri and duly authorized to 
conduct its business as a telephone 
utility in the state of Illinois, primarily 
in St. Clair and Madison counties in 
what may be regarded as a part of 
the St. Louis metropolitan area ; 

(3) that the Southwestern Bell 
Telephone Company is subject to the 
provisions of the Illinois Public Util- 
ities Act, as amended, and to the 
jurisdiction of this commission; 

(4) that on December 30, 1953, 
the Southwestern Bell Telephone 
Company filed revised schedules of 
rates providing for increases in rates 
charged for intrastate service in IIli- 
nois and “across-the-river’”’ service in 
the territory served by the company, 
to become effective January 29, 
1954; 

(5) that notice of the filing of the 
revised rate schedules was duly pub- 
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lished in newspapers in the territory 
served by the company ; 

(6) that on January 5, 1954, the 
commission entered an order suspend- 
ing said revised rate schedules and 
directing that hearings upon the rea- 
sonableness of the proposed rates be 
had in docket 41475; that by a subse- 
quent order entered on May 19, 1954, 
the proposed revised rates were re- 
suspended to provide an opportunity 
for a conclusion of the hearings until 
November 30, 1954; 

(7) that on March 19, 1954, the 
Citizens’ Committee filed a complaint, 
assigned docket number 41633, alleg- 
ing, among other things, that the pres- 
ent rates of the Southwestern Bell 
Telephone Company for its Illinois 
operations were unjust, unreasonable, 
and excessive and sought a reduction 
in said rates; 

(8) that during the course of the 
proceedings the aforesaid causes were 
consolidated for the purpose of hear- 
ing, and the commission now consoli- 
dates the cases for the purpose of 
order ; 

(9) that full and complete hearings 
have been had in the consolidated pro- 
ceedings ; 

(10) that all objections and mo- 
tions made in this cause that remain 
undisposed of should be disposed of 
consistently with the ultimate conclu- 
sions contained herein; 

(11) that giving full consideration 
to all the facts and circumstances in 
this proceeding, a rate of return of 
5.5 per cent for the company’s intra- 
state operations is just and reasonable ; 

(12) that the original cost of the 
said company’s telephone property 
used and useful in furnishing intra- 
state service in Illinois at December 
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31, 1953, exclusive of any allowance 
for materials and supplies and cash 
working capital, is $15,414,000; 

(13) that the company’s reserve for 
depreciation on December 31, 1953, 
for its intrastate property was $2,- 
590,000, leaving a depreciated net 
original cost of $12,824,000; 

(14) that the gross reproduction 
cost new of Southwestern Bell Tele- 
phone Company’s total property for 
Illinois as of December 31, 1953, was 
$24,531,904; after deducting the sums 
of $2,419,766 for “observable depre- 
ciation” reflecting wear and _ tear 
diminution in value, $500,000 for 
“functional depreciation” of the Belle- 
ville building and central office equip- 
ment, $400,000 for ‘functional depre- 
ciation” of plant in Edgemont, New 
Athens, and Freeburg, $200,000 for 
“obsolescence” for 2-piece handsets, 
$500,000 for “contingencies,” and 
$512,138 for “allowance for error,” 
the amount for reproduction cost new 
depreciated becomes $20,000,000 for 
the company’s total Illinois property ; 
that the intrastate portion of the latter 
amount for Illinois is $15,570,000; 

(15) that a reasonable allowance 
for materials, supplies, and cash work- 
ing capital for rate-making purposes, 
is $208,000; 

(16) that the fair value of South- 
western Bell Telephone Company’s 
used and useful telephone property for 
intrastate service in Illinois at Decem- 
ber 31, 1953, including an allowance 
of $208,000 for materials and supplies 
and cash working capital, was $14,- 
100,000 ; 

(17) that the presently existing 
rates of Southwestern Bell Telephone 
Company for its intrastate operations 
in Illinois produced a gross revenue 


of $5,493,000 for the test year ended 
December 31, 1953; that the operat- 
ing expenses, including all taxes, for 
the company’s intrastate operations in 
Illinois for the test year ended Decem- 
ber 31, 1953, amounted to $4,717,000, 
leaving an amount of $776,000 for net 
income available for interest, divi- 
dends, and surplus; 

(18) that the aforesaid amount of 
$776,000 income available for interest, 
dividends, and surplus amounts to 
approximately 5.5 per cent on the fair 
value of the company’s intrastate prop- 
erty in Illinois in the amount of $14,- 
100,000 ; 

(19) that the proposed revised 
schedules filed by the company Decem- 
ber 30, 1953, will produce a gross 
revenue in excess of the amount now 
realized by the company from its pres- 
ent rates for intrastate service by an 
amount of approximately $425,000 
annually, which after the deduction 
of expenses will result in a return in 
excess of 5.5 per cent on the fair value 
of the company’s intrastate property in 
Illinois ; 

(20) that the schedule of rates 
filed on December 30, 1953, by South- 
western Bell Telephone Company to 
increase the rates for intrastate serv- 
ice in its Illinois territory are un- 
just, unreasonable, and excessive and 
should be permanently canceled and 
annulled ; 

(21) that the schedule of rates filed 
by Southwestern Bell Telephone Com- 
pany on December 30, 1953, appli- 
cable to the “across-the-river” service 
are unjust, unreasonable, and exces- 
sive and should be permanently can- 
celed and annulled; 

(22) that the complaint filed in 
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Docket No. 41633 should be dis- pany for its intrastate service in 
missed; and Illinois and its ‘“‘across-the-river” 


(23) that the present rates of service, are just and reasonable and 
Southwestern Bell Telephone Com-_ should remain in effect. 





SECURITIES AND EXCHANGE COMMISSION 


Re Northern States Power Company 
(Minnesota) 


File No. 31-606, Release No. 12655 
September 16, 1954 


PPLICATION by holding company for order exempting it 
A and tts subsidiaries from provisions of the Holding Com- 
pany Act; granted. 


Intercorporate relations, § 19.23 — Exemption of holding company. 
1. Absolute size of the utility operations of a holding company’s subsidiaries 
has never been specified as a factor in determining the predominant character 
of the holding company seeking an exemption under § 3(a)(2) of the 
Holding Company Act, 15 USCA § 79c(a)(2), but the utility operations 
of the holding company have been compared with those of its utility sub- 
sidiaries, with most significance generally given to gross revenues, p. 50. 


Intercorporate relations, § 19.23 — Exemption of holding company — Combined 
gas and electric operations. 

2. The mere existence of combined gas and electric utility operations by 

a holding company does not of itself require denial of an exemption under 

§ 3(a)(2) of the Holding Company Act, 15 USCA § 79c(a)(2), p. 52. 


Intercorporate relations, § 19.23 — Holding company exemption — Combined gas 
and electric operations — Local interest. 

3. The support of local authorities for the continuance of combined gas 
and electric operations by a holding company seeking an exemption under 
§ 3(a)(2) of the Holding Company Act, 15 USCA § 79c(a)(2), should 
be given great weight in determining whether the public interest would, 
in fact, be adversely affected by the retention of such combined operations, 
p. 52. 


Intercorporate relations, § 19.23 — Holding company exemption — Combined gas 
and electric operations — Apphance sales and sales promotion. 
4. Statistics with respect to sales promotion expense and appliance sales 
of straight gas companies as compared with combination gas companies 
. were considered of doubtful value in determining whether or not the con- 
| tinued combination of gas and electric operations of a holding company 
were contrary to public interest so as to disqualify the holding company 
for an exemption under § 3(a)(2) of the Holding Company Act, 15 USCA 
§ 79c(a) (2), p. 52. 
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Intercorporate relations, § 19.23 — Holding company exemption — Combined 
gas and electric operations — Public interest. 

5. A holding company furnishing gas and electric service should not be 
denied an exemption under § 3(a)(2) of the Holding Company Act, 15 
USCA §79c(a)(2), solely because of an alleged lack of aggressiveness in 
introducing natural gas into its service area, where the company’s history 
does not demonstrate the existence of any managerial restraint linked to 
the combined nature of its operations, p. 52. 


Intercorporate relations, § 19.23 — Holding company exemption — Effect on 
regulation. 

6. Exemption of a holding company furnishing combined gas and electric 
service does not result in a lack of effective regulation detrimental to the 
public interest, where, although the state in which the company was organized 
and conducts most of its utility operations exercises no general regulation of 
electric and gas utilities, the city in which the company operates, pursuant 
to state authority, fixes rates and controls service, where an adjoining state 
in which the company operates has general regulatory power, where the 
state in which its principal subsidiary operates has general regulatory power, 
and where, finally, the holding company is subject to the jurisdiction of the 
Federal Power Commission, p. 56. 


Intercorporate relations, § 19.23 — Holding company exemption. 
Statement that the grant of an exemption to a holding company under § 3(a) 
(2) of the Holding Company Act, 15 USCA § 79c(a) (2), may be revoked if 
circumstances which give rise to the issuance of the exemption shall at any 
time no longer exist, p. 54. 
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APPEARANCES: G. Aaron Young- 
quist, A. Louis Flynn, Cyrus Erick- 
son, C. W. Cummins, and C. A. Tan- 
ey, Jr., for Northern States Power 
Company (Minnesota); Timothy P. 
Quinn and Louis P. Sheahan, for the 
city of St. Paul; Samuel Bryan, for 
the Public Service Commission of 
Wisconsin; R. W. Wheeler, for the 
Public Service Commission of North 
Dakota; Frank Field, for the Division 
of Corporate Regulation. 

This is a proceeding on an applica- 
tion filed pursuant to § 3(a) (2) of the 


Public Utility Holding Company Act 
of 1935, 15 USCA §79c(a) (2) 
(“the act”) by Northern States Pow- 
er Company (Minnesota) (‘‘Northern 
States”), a registered holding com- 
pany, requesting an order exempting it 
and its subsidiaries from the provi- 
sions of the act.’ 

The application was filed in March, 
1953, and, at Northern States’ re- 
quest, the hearings thereon were con- 
solidated with those in a proceeding 
theretofore instituted pursuant to 
§11(b)(1) of the act, 15 USCA 





1Section 3(a) provides: 

“The commission, by rules and regulations 
upon its own motion, or by order upon applica- 
tion, shall exempt any holding company, and 
every subsidiary company thereof as such, from 
any provision or provisions of this title, unless 
and except in so far as it finds the exemption 


[4] 
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detrimental to the public interest or the interest 
of investors or consumers, if— 


“(2) such holding company is predominantly 
a public utility company whose operations as 
such do not extend beyond the state in which 
it is organized and states contiguous thereto.” 
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§79k(b)(1), directed to Northern 
States.2 On February 1, 1954, on 
motion of Northern States, we sepa- 
rated the exemption proceedings for 
disposition prior to the close of the 
hearings in the §11(b)(1) matter.® 
At the hearings testimony in support 
of the application was presented by 
Northern States, the city of St. Paul, 
and the public service commissions of 
Wisconsin and North Dakota, and in 
opposition to the application by the 
Division of Corporate Regulation 
(“the Division”). Thereafter, briefs 
were filed by Northern States and the 
city of St. Paul and by the Division, 
and we heard oral argument. Our 
findings are based upon an independ- 
ent examination of the record. 
Northern States, which is incorpo- 
rated under the laws of Minnesota, is 
both a holding and operating compa- 
ny. It conducts electric, gas, steam 
heating, water, and telephone opera- 
tions in Minnesota, North Dakota 
and South Dakota. Its principal sub- 
sidiary is Northern States Power 
Company (Wisconsin) (“Wisconsin 
Company’), a Wisconsin corporation 
engaged in the electric, gas, hot water, 
and steam heating business, which al- 
so has two subsidiaries, one a utility 
and the other a water reservoir com- 
pany. Northern States has three addi- 
tional operating utility subsidiaries 
and six nonutility subsidiaries, of 
which four are land companies and 
two own certain dams. Northern 
States owns all of the voting securities 
of its subsidiaries except $531,900 par 
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value of mnonredeemable preferred 
stock of the Wisconsin Company, 
representing 1.84 per cent of the vot- 
ing power of that company, which is 
publicly held. The Wisconsin Com- 
pany holds all the voting securities of 
its subsidiaries except for approxi- 
mately 45 per cent of the reservoir 
company stock which is owned by the 
other users of the reservoir. 

Northern States has outstanding 
$126,500,000 principal amount of first 
mortgage bonds, $80,000,000 par 
value of preferred stock, and 13,418,- 
489 shares of common stock. Con- 
solidated operating revenues of the 
system for the calendar year 1952 
amounted to $99,882,000, of which 
$88,941,000 (89.0 per cent) was de- 
rived from electricity, $9,481,000 (9.5 
per cent) from gas, and $1,460,000 
(1.5 per cent) from heating, tele- 
phone, and water. The following are 
certain comparisons, based on figures 
as at or for the year ended December 
31, 1952, of the public utility opera- 
tions of Northern States and those of 
its utility subsidiaries: 

[1] Since the operations of North- 
ern States are confined to the state of 
its organization and states contiguous 
thereto, the first question in determin- 
ing whether Northern States may se- 
cure an exemption under § 3(a) (2) 
is whether it is predominantly a pub- 
lic utility company. 

The Division contends that the vol- 
ume of operations of the utility sub- 
sidiaries of Northern States, both in 
an absolute sense and in relation to 





2 Holding Company Act Release No. 11762 
(March 12, 1953). 

8 Northern States and the Division agree 
that the record on the application for exemp- 
tion is complete. The record, so far as the 
Division’s case is concerned, is also complete 
in respect of the §11(b)(1) proceeding ex- 
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cept for the cross-examination of certain com- 
pany witnesses who criticized a study prepared 
by the Division and the offering of certain 
related rebuttal evidence, but the Division 
agrees that the lack of such cross-examination 
would go only to the weight of the testimony 
of those witnesses. 
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Gross utility operating revenues 
company eliminations ) te 


(after inter- 


Net utility operating revenues (before income 


taxes) 


Sales of electricity—Mkwh (after intercompany 


eliminations) . 
Sales of Gas—M therms 
Gross utility plant (at original cost) 
Net utility plant (at original cost) 
Average number of electric customers 
Average number of gas customers 


the Northern States’ own utility opera- 
tions, disqualifies Northern States for 
exemption. It points out that in all 
but three cases where § 3(a) (2) ex- 
emptions have been granted the gross 
utility revenues of the subsidiaries 
amounted to 10 per cent or less of 
those of the parent, while those of 
Northern States’ subsidiaries amount 
to 19.24 per cent, and it distinguishes 
the three cases in which the percentage 
was over 10 per cent* on the ground 
that the revenues of Northern States’ 
subsidiaries are substantially larger in 
an absolute sense than in those cases.® 
Northern States contends that abso- 


(a) (b) Relation- 
Northern Utility ship (% ) 
States Subsidiaries of (b) to (a) 
... $ 82,253,942 $15,823,908 19.24% 

$ 27,408,906 $ 6,729,273 24.55 
: 3,059,221 640,175 20.93 
i 114,811 5,215 4.54 
.. $293,037,321 $72,079,666 24.60 
.. $239,042,883 $57,551, 089 24.08 
of 487,568 79,423 16.29 
bp 114,147 22,051 19.32 


lute size of the subsidiaries’ business 
has never been considered in determin- 
ing qualification for § 3(a)(2), and 
that on a relative basis, and in the light 
of commission precedents, it is pre- 
dominantly a public utility company. 

The act prescribes no specific stand- 
ard or test for interpreting the word 
“predominantly.”® This commission 
in construing the word has referred to 
the dictionary definition of “predomi- 
nant’: “Superior in power, influ- 
ence, effectiveness, number, or degree; 
having ascendency or control; preva- 
lent over others.’”” In conformity 
with the concept of relationship thus 





4Re Rockland Light & P. Co. (1936) 1 
SEC 354; Re Washington Gas Light Co. 
(1940) 6 SEC 954, 32 PUR NS 263; and Re 
Maine Pub. Service Co. (1947) 26 SEC 326, 
71 PURNS 210. 

5 The Division also points out that, unlike 
the situation with respect to Northern States, 
in the cases involving subsidiary revenues of 
more than 10 per cent as large as the parent’s 
either all or substantially all of the subsidia- 
ries’ securities were owned by the parent or 
all or substantially all of the subsidiaries’ 
power was sold to the parent. At December 
31, 1952, the Wisconsin Company had out- 
standing in the hands of the public $531,900 
par value preferred stock and $27,562,000 
principal amount of first mortgage bonds. In 
1952 the Wisconsin Company sold 302,000,000 
kwh to Northern States and 640,000,000 kwh 
to others, and of the latter amount 87,000,000 
kwh were purchased from Northern States. 
However the Division states that these mat- 
ters have more of a bearing on the application 
of the public interest standard of §3(a) than 
on the question of whether Northern States 
is predominantly a public utility company. 


6 The reports of the Senate (74th Cong. 
Ist Sess. Rep. No. 621, p. 24) and of the 
House of Representatives (74th Cong. Ist 
Sess. Rep. No. 1318, p. 10) state that § 3(a) 
(2) is directed at a company which “is itself 
a utility, being a holding company only in form 
by reason of the fact that it has ,one or more 
minor subsidiary utilities ; : 

7Re Manufacturers Trust Co. (1939) 4 
SEC 845, 856, 28 PUR NS 196, 206, quoting 
from Funk & Wagnalls New Standard Dic- 
tionary, 1937. In Re Union Electric Co. of 
Missouri (1939) 5 SEC 252, 261, 31 PUR NS 
13, 22, in considering § 3(a) (2) we observed: 
“In determining the intent of Congress in 
the use of the word ‘predominantly,’ we are 
required to construe the statute according to 
a fair interpretation of its terms. In the 
absence of some considerations apparent upon 
the face of the statute or embodied in legis- 
lative history, unusual meanings of words 
must be avoided and ordinary definitions fol- 
lowed. Judicial history warns us that, 
when not necessary, it is unwise to leave the 
path of conservative normal interpretation and 
to go adventuring into the unusual.” [Cita- 
tions omitted.] 
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embodied in the act, absolute size of 
the subsidiaries’ operations has never 
been specified as a factor in determin- 
ing the predominant character of the 
holding company seeking a § 3(a) (2) 
exemption, but the utility operations 
of the holding company have been 
compared with those of its utility 
subsidiaries, with most significance 
generally given to gross revenues. 

In one of our prior decisions deal- 
ing with this question, in which we 
granted an exemption where the gross 
revenues of the utility subsidiaries 
were 23.73 per cent as large as those 
of the parent, a higher percentage than 
the 19.24 per cent in the instant case, 
we observed : 

“We have had occasion to grant ex- 
emption under § 3(a)(2) at various 
times, but in most of the cases where 
exemptions were granted, the percent- 
age of gross operating revenues of the 
subsidiaries of the respective appli- 
cants did not exceed 10 per cent. 
However, there is nothing in such de- 
cisions to indicate that 10 per cent 
should fix the upper level. In one 
case, Re Rockland Light & Power Co. 
(1936) 1 SEC 354, an exemption was 
granted under this section where the 
sales at retail by the subsidiary com- 
panies approximated 19 per cent of 
the consolidated gross operating reve- 
nue of the entire system. [An] 
examination of the cases in which we 
have recently denied applications 
under this section will indicate that the 
percentages obtained in similar com- 
parative statistics therein are substan- 
tially higher than those obtained in the 
instant proceeding.”® 

And it should be noted that in all 

8Re Washington Gas Light Co. (1940) 6 
SEC 954, 957, 958, 32 PUR NS 263, 266. 
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the prior cases where exemptions 
under § 3(a)(2) have been denied, 
the gross utility revenues of the sub- 
sidiaries have exceeded 35 per cent of 
those of the parent. 

On the basis of the foregoing, we 
conclude that Northern States is pre- 
dominantly a public utility company 
and qualifies for an exemption under 
§ 3(a)(2) if the standards embraced 
under the “unless and except” clause 
of that section are met. We accord- 
ingly turn to a consideration of those 
standards as applicable to the facts of 
this case. 

[2-5] The Division contends, and 
Northern States denies, that an ex- 
emption would be “detrimental to the 
public interest or the interest of in- 
vestors or consumers.” This contro- 
versy centers principally on the ques- 
tion of the extent to which considera- 
tion must be given to compliance with 
the standards of § 11(b) (1) of the act 
in determining whether an exemption 
would be against the public interest 
and the interest of investors or con- 
sumers, and more particularly on 
whether combined gas and electric 
operations conducted by Northern 
States in the city of St. Paul adversely 
affect these interests. 

Before considering these questions 
it should be noted that the objections 
of the Division are not related to any 
aspect of the holding company-subsidi- 
ary relationship but rather to one 
aspect of the utility operations of the 
parent, specifically the combined gas 
and electric service in St. Paul. Basi- 
cally, the situation presented is that of 
a Minnesota public utility company 
having operations in Wisconsin which 
are carried on through subsidiaries in 
that state because Wisconsin law re- 











ence argon 








quires that an operating utility be in- 
corporated in that state, but the exist- 
ence of the subsidiaries renders North- 
ern States a holding company subject 
to our jurisdiction. These subsidi- 
aries are comprehensively regulated 
by the Public Service Commission of 
the State of Wisconsin, whose approv- 
al is required for any contract or 
arrangement between Northern States 
and the Wisconsin subsidiaries. The 
Wisconsin Company has some com- 
bined gas and electric operations in 
Wisconsin which the Division states 
are not of sufficient significance to 
raise problems under § 11(b)(1). 
Northern States has some nonutility 
operations in Minnesota which are not 
important in the over-all business pic- 
ture. 

Under § 11(b) (1) of the act a gas 
system may be retained with an elec- 
tric system only if the standards of 
Clauses (A), (B) and (C) of that 
section are met.? However, Congress 
did not impose a mandate on this 
commission to withhold exemptions in 
all cases of combined gas and electric 
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operations merely because the reten- 
tion of a combined system under strict 
application of §11(b)(1) may in 
some cases require divestiture. In pro- 
viding for general exemptions from 
the provisions of the act Congress 
must have contemplated that exemp- 
tions would be available in situations 
where § 11(b)(1) standards were not 
fully met since otherwise it would have 
conditioned the grant of exemptions on 
a finding of compliance with that sec- 
tion. In Re Eastern Gas & Fuel Asso- 
ciates’® we expressed the conclusion 
that absolute compliance with § 11(b) 
(1) is not necessary to entitle a com- 
pany to an exemption: 

“In our opinion, this proviso [the 
‘unless and except’ clause] does not re- 
quire the imposition of the standards 
of §11(b)(1) in determining the 
availability of the exemption, although 
system and corporate complexities or 
an inequitable distribution of voting 
power, which we are directed to rem- 
edy under §11(b)(2), so directly 
affect the investors and consumers 
that their continued existence would 





9 Section 11(b) (1) provides: 

“It shall be the duty of the commission, as 
soon as practicable after January 1, 1938: 

“(1) To require by order, after notice and 
opportunity for hearing, that each registered 
holding company, and each subsidiary company 
thereof, shall take such action as the com- 
mission shall find necessary to limit the opera- 
tions of the holding-company system of which 
such company is a part to a single integrated 
public-utility system, and to such other busi- 
nesses as are reasonably incidental, or eco- 
nomically necessary or appropriate to the op- 
erations of such integrated public-utility 
system: Provided, however, That the com- 
mission shall permit a registered holding com- 
pany to continue to control one or more addi- 
tional integrated public-utility systems, if, 
after notice and opportunity for hearing, it 
finds that— 

“(A) Each of such additional systems can- 
not be operated as an independent system 
without the loss of substantial economies which 
can be secured by the retention of control by 
such holding company of such system; 


53 


“(B) All of such additional systems are lo- 
cated in one state, or in adjoining states, or in 
a contiguous foreign country; and 

“(C) The continued combination of such 
systems under the control of such holding 
company is not so large (considering the state 
of the art and the area or region affected) 
as to impair the advantages of localized man- 
agement, efficient operation, or the effective- 
ness of regulation. 

“The commission may permit as reasonably 
incidental. or economically necessary or appro- 
priate to the operations of one or more in- 
tegrated public-utility systems the retention 
of an interest in any business (other than the 
business of a public-utility company as such) 
which the commission shall find necessary or 
appropriate in the public interest or for the 
protection of investors or consumers and not 
detrimental to the proper functioning of such 
system or systems.” 

10 (1950) Holding Company Act Release 
No. 9633, p. 14. 
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require a denial of [the] appli- 


cation for exemption.” 

In connection with the § 11(b) (2) 
standards referred to, it should be not- 
ed that the Northern States system has 
undergone a thorough reorganization, 
which included separation of Northern 
States from the Standard Gas and 
Electric Company system, the dissolu- 
tion of its former parent, Northern 
States Power Company (Delaware), 
and the extensive adjustment of 
Northern States’ balance sheet ac- 
counts and the elimination of various 
subsidiaries, so that Northern States 
now is in conformity with the corpo- 
rate simplification standards of that 
section.” 

We have granted exemptions under 
§ 3(a)(2) to companies conducting 
combined gas and electric operations,” 
and have approved the divestment 
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from registered holding company sys- 
tems of subsidiary holding companies 
having combined electric and gas util- 
ity operations which following such di- 
vestment have enjoyed an exempt 
status under Rule U-2."* In addition, 
under § 3(a)(1), which exempts pre- 
dominantly intrastate systems subject 
to the same public interest standard 
applicable with respect to § 3(a) (2), 
exemptions have been granted in situ- 
ations where both gas and electric 
service were rendered.’* Further- 
more, this commission in approving 
plans under § 11(e) of the act has per- 
mitted the separation from its juris- 
diction of companies which had com- 
bined gas and electric operations and 
other problems under § 11(b)(1).¥ 

Thus the mere existence of the com- 
bined gas and electric operations does 
not of itself require denial of an ex- 





11 See Northern States Power Co. (Dela- 
ware) (1945) 18 SEC 814, 62 PUR NS 443; 
id. (1947) 27 SEC 321, 73 PURNS 215; 
tid. (1948) 27 SEC 547, 73 PUR NS 260; 
plan enforced (DC Minn 1948) 77 PUR NS 
228, 80 F Supp 193 

12 Re Wisconsin Power & Light Co. (1936) 
1 SEC 362; Re Rockland Light & Power Co. 
(1936) 1 SEC 354; Re Wisconsin Pub. Serv- 
ice Corp. (1936) 1 SEC 512; Re Louisville 
Gas & E. Co. (1936) 1 SEC 539; Re North- 
ern Pennsylvania Power Co. (1936) 1 SEC 
542; Re Arizona Edison Co. (1936) 1 SEC 
550; Re Illinois Northern Utilities Co. (1936) 
1 SEC 781; Re Monongahela West Penn Pub. 
Service Co. (1939) 5 SEC 784; Re Pacific 
Gas & E. Co. (1941) 10 SEC 39; Re Roch- 
ester Gas & E. Corp. Release No. 9296, Aug. 
25, 1949. The Division seeks to distinguish 
the decisions issued prior to 1941 on the 
ground that they did not specifically consider 
the problem and were decided before the un- 
derlying standards of §11(b)(1) with re- 
spect to the retainability of a combined gas 
and electric system had been fully developed 
in that year 1941 -in Re Columbia Gas & 
E. Corp. 8 SEC 443, 37 PUR NS 288; Re 
United Gas Improv. Co. 9 SEC 52, and Re 
Standard Power & Light Corp. 9 SEC 
862. However, even were the Division’s con- 
tention as to those decisions valid, the Pacific 
Gas and Rochester Gas Cases were decided 
after the developments referred to by the Divi- 
sion. In the Pacific Gas Case, the holding 
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company at the time served 636,000 gas cus- 
tomers and 909,000 electric customers. 

13 Re Public Service Co. of Colorado (1943) 
14 SEC 683; Re United Corp. (1944) 17 
SEC 404 (divestment of Philadelphia Electric 
Co.); South Carolina Electric & Gas Co. 
(1946) 24 SEC 68; Re Middle West Corp. 
(1947) 27 SEC 195, 72 PUR NS 415 (divest- 
ment of Wisconsin Power & Light Co.); Re 
Columbia Gas & E. Corp. (1946) 23 SEC 537 
(divestment of Cincinnati Gas & Electric 
Co.) ; Re North American Co. Holding Com- 
pany Act Release No. 9151, June 8, 1949 
(divestment of Illinois Power Company). 

Rule U-2 provides an exemption for holding 
companies which are intrastate or predomi- 
nantly operating companies upon the filing an- 
nually of a prescribed exemption statement. 

14 Re Connecticut Power Co. (1936) 1 SEC 
266, 11 PUR NS 491; Re Long Island Light- 
ing Co. (1936) 1 SEC 345; Pacific Gas & 
E. Co. supra, exemption granted under §§ 3 
(a)(1) and (2); Re Commonwealth Edison 
Co. (1948) 76 PUR NS 186, and Release No. 
12311, January 19, 1954; Re New York State 
Electric & Gas Corp. Holding. ew Act 
Release No. 8932, March 16, 

15 Re Public Service Corp. ms New Jersey 
(1948) 27 SEC 682, 73 PUR NS 467; Re 
Engineers Pub. Service Co. (1942) 12 SEC 
41, 46 PUR NS 68; Re United Gas Improv. 
Co. (1952) 97 PUR NS 175; Re Derby Gas 
& E. Corp. Holding Company Act Release No. 


12165, October 9, 1953. 
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emption. The question remains 
whether, as the Division contends, the 
combined operations of Northern 
States are of such a character that we 
should find that under the circum- 
stances presented an exemption would 
be detrimental to the public interest or 
interest of investors. In support of 
its contention the Division presented a 
study prepared by it showing that 
straight gas utilities sell a greater 
number of gas appliances and spend 
greater sums on sales promotion than 
combination gas utilities. It also con- 
tends that the history of the introduc- 
tion of natural gas in St. Paul shows 
a lack of aggressiveness by Northern 
States with respect to its gas business, 
and it submitted comparisons of the 
St. Paul gas operations of Northern 
States with those of Minneapolis Gas 
Company, a straight gas company 
which serves the neighboring city of 
Minneapolis and which first obtained 
natural gas in 1935, thirteen years be- 
fore Northern States. 

Before considering the Division’s 
contentions, it should be observed that 
the continuance of combined gas and 
electric service by Northern States in 
St. Paul not only does not circumvent 
state law or policy but is affirmatively 
desired by the local authorities con- 
cerned. The state of Minnesota has 
home-rule legislation and the city of 
St. Paul has authorized and actively 
favors the continuance by Northern 
States of combined gas and electric 
service, and urges that the exemption 
be granted."® The report of the Senate 


Committee on Interstate Commerce 
pointed out in connection with its 
comments on § 8 of the act, 15 USCA 
§ 79h,” that competition in the field 
of distribution of gas and electric ener- 
gy is “essentially a question of state 
policy.”"® The considered conclusion 
of the local authorities, deriving their 
power from specific state legislation, 
should be given great weight in deter- 
mining whether the public interest 
would in fact be adversely affected by 
the retention of combined operations. 
In the absence of a compelling showing 
in the record to the contrary, we would 
not be warranted in rejecting the ap- 
praisal of such authorities that the lo- 
cal public interest, which is the public 
interest that is significantly affected 
by the gas and electric combination in 
St. Paul, is served by retention of the 
combined operation. 

The study prepared by the Division 
represents an effort to reason from the 
general to the particular, and its per- 
suasiveness is dependent on the valid- 
ity of the somewhat doubtful conclu- 
sions that sales promotion expense 
and appliance sales are necessarily in- 
dices to quality of public service by a 
gas utility. Moreover, since the ex- 
tent of appliance sales by utilities as 
distinguished from those of independ- 
ent mercantile concerns varies from 
region to region because of differences 
in state law as well as mercantile cus- 
toms, it would appear that statistics on 
appliance sales would not be reliable 
unless they were supplemented and 
weighted to give effect to appliance 





16 As noted above, the Public Service Com- 
missions of Wisconsin and North Dakota also 
appeared in the proceedings, and presented 
testimony in support of the application. 

17 Section 8 of the act makes it unlawful 
for a holding company or a subsidiary to 
acquire property which will result in combined 


gas and electric operations in the same service 
area without the authorization of the appro- 
priate state commission where state law pro- 
hibits or requires authorization for combined 
operations. 

r S. Rep. 671, 74th Cong. Ist Sess. (1935), 
p. 29. 
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sales by independent concerns, and the 
Division states that these additional 
statistics are unobtainable. 

The statistics with respect to sales 
promotion expenses are also of doubt- 
ful value because of the influence of 
factors such as availability of gas sup- 
ply and length of time since natural gas 
first became available for public dis- 
tribution in the area. While the study 
might lend support to an argument 
that straight gas companies generally 
are more sales-minded than the gas 
department of a combined operation, 
in our opinion it does not have per- 
suasive power with respect to the situ- 
ation in St. Paul equal to that of the 
conclusion reaffirmed over the years 
by the official representatives of the 
people of that city that they are not 
being injured by the combined service 
which they desire to retain. 

We also do not consider that we 
would be warranted in rejecting the 
application for exemption because of 
applicant’s alleged lack of aggressive- 
ness in introducing natural gas into 
the St. Paul area. The applicant gave 
reasons such as doubt with respect to 
supply, possibility of increased rates 
for small consumers, local opposition, 
and the intervention of World War 
II, which induced it to assume a “will- 
ing but not anxious” posture during the 
period from 1935 to 1948. No impli- 
cation of bad faith is made by the Divi- 
sion with respect to the company’s 
attitude, which coincided with that of 
the local authorities and public opin- 
ion at that time. The applicant sub- 
sequently moved in conformity with 
changes in the local views and natural 
gas had been introduced into the St. 
Paul area, and the data in the record 
indicate that Northern States’ gas 
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operations at the present time do not 
compare unfavorably with those of 
Minneapolis Gas Company. We do 
not think that the history of the appli- 
cant’s role is such as to demonstrate 
the existence of any management re- 
straint linked to the combined nature 
of its operations. In the absence of 
such a showing, denial of exemption 
on the basis of that history would 
amount to a form of retroactive re- 
buke which we do not consider we 
are warranted in imposing. 

[6] In considering the remaining 
question of whether an exemption 
would result in a lack of effective regu- 
lation detrimental to the public in- 
terest, we have examined the entire 
regulatory picture to determine the ex- 
tent to which a regulatory void or a 
regulatory residue is involved. While 
the State of Minnesota, in which 
Northern States is organized and con- 
ducts most of its utility operations, 
exercises no general regulation of elec- 
tric and gas utilities, the city of St. 
Paul, pursuant to state authority, fixes 
rates and controls service. The state 
of North Dakota has general regula- 
tory power to which Northern States 
is subject, and the state of Wisconsin 
has comparable authority over the 
Wisconsin Company and its subsidi- 
aries. Finally, Northern States is sub- 
ject to the jurisdiction of the Federal 
Power Commission. 

By virtue of this regulation North- 
ern States and the Wisconsin Com- 
pany are required to keep their ac- 
counts with respect to electric-utilities 
in accordance with the Uniform Sys- 
tem of Accounts prescribed by the 
Federal Power Commission and their 
accounts with respect to gas and other 
utilities in accordance with substan- 
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tially similar requirements of the states 
of Wisconsin and North Dakota.” 
Securities may be issued by Northern 
States only with the approval of the 
North Dakota Public Service Com- 
mission and the Federal Power Com- 
mission, and by the Wisconsin 
Company with the approval of the 
Wisconsin Public Service Commission. 
The Division argues that the interest 
of the Federal Power Commission in 
the matter of issuance of securities is 
directed toward the protection of con- 
sumers as distinguished from the pro- 
tection of investors. However, the 
Federal Power Commission acts in 
this respect under authority as broad 
as that granted to us, and its super- 
vision over financing is the only super- 
vision provided by the Congress in the 
case of many public utilities not sub- 
ject to the Holding Company Act. 
In addition, all the securities of 
Northern States and the bonds of the 
Wisconsin Company are listed on the 
New York Stock Exchange and regis- 
tered under the Securities Exchange 
Act of 1934, and the provisions of that 
statute relating to, among other 


things, the disclosure of information 
in periodic reports and the solicitation 
of proxies are applicable.*° Under 
these circumstances, we are of the 
view that the grant of an exemption 
from the act would not result in a 
regulatory gap requiring application 
of the “unless and except” clause. 

On the basis of the foregoing, we 
find that Northern States qualifies for 
an exemption under §3(a)(2) and 
that on the record before us we would 
not be justified in withholding the 
exemption as detrimental to the public 
interest or the interest of investors or 
consumers. Accordingly, we conclude 
that Northern States’ application for 
exemption should be granted. How- 
ever, we may note that, as stressed by 
the applicant, the present grant of an 
exemption is based upon the facts and 
circumstances which now obtain, and 
that such exemption may be revoked, 
as provided in § 3(c), if the circum- 
stances which give rise to the issuance 
of the order of exemption shall at any 
time no longer exist. 


An appropriate order will issue. 





19 Northern States has completed original 
cost studies of its properties and in connec- 
tion therewith made relevant accounting en- 
tries, including the elimination of certain 
amounts from its books. 

20In Re Texas Utilities Co., Holding Com- 
pany Act Release No. 9786, April 5, 1950, an 
exemption was granted to a holding company 
under § 3(a)(1), which provision is subject 
to the same public interest standard as § 3 
(a) (2), where neither that company nor any 
of its subsidiaries were subject to the juris- 
diction of the Federal Power Commission 


or to state regulation, and only one subsidiary 
was subject to municipal regulation of rates 
and services. With respect to the Division’s 
contention that public holdings of systems 
securities is a factor requiring denial of the 
exemption, it may be noted that in the above 
case the holding company, which had con- 
solidated gross assets of $285,645,000 and 
consolidated gross operating revenues of $60,- 
155,000, had publicly held common stock ag- 
gregating $67,000,000, and the subsidiaries had 
outstanding publicly held debt and stocks 
aggregating more than $150,000,000. 
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UTAH PUBLIC SERVICE COMMISSION 


Re Southern Utah Power Company 


Case No. 4016 
September 8, 1954 


PPLICATION by electric company for authority to increase 
i \ rates; denied without prejudice. 


Valuation, § 224 — Rate base determination — Construction work in progress. 
1. Construction work in progress relating to an electric company’s new 
steam generating unit which has been put into operation although its cost 
has not been transferred from work in progress account to plant in service 
account, owing to a delay in determining the cost of certain items of equip- 
ment, was properly included in the electric company’s rate base, p. 59. 


Rates, § 135 — Reasonableness — Comparisons. 
2. The fact that rates of an electric company are higher than those prevailing 
in the neighboring territory served by another electric company and certain 
municipal electric systems, in and of itself, is not controlling in determining 
the reasonableness of the company’s rates, since a comparison of rates 
charged elsewhere with the rates in issue is of little value unless a similarity 
of service and conditions is shown, p. 63. 


Return, § 24 — Reasonableness — Electric company. 

3. An electric company was denied a rate increase where it was found that, 
on the basis of the capital structure which would result from contemplated 
financing, the earnings would be adequate to meet all interest and preferred 
stock dividends and permit the payment of dividends on common stock at 
a pay-out ratio of 90 per cent, where the cost of producing electric energy 
had declined steadily since a new steam plant was placed in operation and 
where it was probable that a further improvement in this respect would 
result when the new steam unit could be co-ordinated fully with the load 
requirements, p. 63. 





* 








APPEARANCES: S. N. Cornwall, 
for Southern Utah Power Company; 
Patrick H. Fenton, for Cedar City 
Corporation; David F. Anderson of 
Cox & Anderson, for Escalante Val- 
ley Electric Association; W. A. Rob- 
inson and T. E. Thain, for commis- 
sion staff. 


By the Commission: The above- 
entitled proceeding, initiated through 
the filing of a complaint by Southern 


‘Utah Power Company, came on reg- 
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ularly for hearing before the commis- 
sion at Cedar City, Utah, on June 
8, 1954. Notice of the hearing was 
given by mail and by publication in 
the Iron County Record and the 
Washington County News, newspa- 
pers published at Cedar City and St. 
George, respectively. The hearing 
was concluded on June 9, 1954. 

From the evidence of record the 
commission makes the following re- 
port containing its findings and con- 
clusions : 











RE SOUTHERN UTAH POWER COMPANY 


1. Southern Utah Power Company 
(the company) is a corporation or- 
ganized and existing under the laws of 
the state of Utah with its principal 
place of business at Cedar City, Utah. 
It is an “electrical corporation” and 
a “public utility” as those terms are 
defined in Chap 2, Title 54, Utah 
Code Annotated 1953, and as such 
its operations are subject to the ju- 
risdiction of this commission. 

2. The company is engaged in the 
production, purchase, transmission, 
distribution, and sale of electric energy 
in Iron and Washington counties, 
Utah, through its so-called “Cedar 
System.” It also produces electric 
energy at Kanab, Kane county, Utah, 
for distribution and sale to customers 
in and around Kanab and Fredonia, 
Arizona, in what is designated as the 
“Kanab System.” The Cedar and 
Kanab systems are not physically 
connected and no electric energy moves 
between them. In its complaint the 
company alleges that the present rates 
for electric service in the Cedar Sys- 
tem are unreasonable and inadequate 
for the following reasons: 

“(a) The revenues received by 
complainant under the rates, tolls, and 
charges herein complained of are in- 
sufficient to cover the expenses of op- 
eration and taxes of complainant and 
leave enough revenues to provide a 
fair return on the investment used 
and useful in rendering such service. 


Electric plant in service ................. 


Construction Work in Progress 


Less: Depreciation reserve 


Contributions in aid of construction .. 


Net plant investment nae 
Material and supplies and fuel 
Cash working capital 
Rate base 


(b) The rate of earnings for com- 
plainant’s Cedar System resulting 
from service rendered under the com- 
plained-of tariff schedules is unfairly 
and unreasonably low and inadequate 
to induce individuals to invest their 
savings in the securities of complain- 
ant. 

(c) Certain of the rates, tolls, and 
charges set forth in said tariffs par- 
ticularly those relating to service for 
irrigation pumping, Escalante Valley 
REA, and Parowan City are unfair 
and inequitable in relation to the rates 
prevailing for other classes of service, 
particularly residential service.” 

3. In support of its complaint the 
company presented data relating to the 
Cedar System covering the twelve 
months ended September 30, 1953. 
The accounts of the company are kept 
in such a manner as to reflect the 
investment in plant, operating rev- 
enues, and direct expenses for the 
Cedar System separate from the 
Kanab System. General and miscel- 
laneous expenses are prorated by the 
company between the two systems on 
a revenue basis. The company’s books 
of account state the investment in elec- 
tric plant on an original cost basis. 

The rate base for the Cedar System 
for the twelve months ended Septem- 
ber 30, 1953, which we find to be 
reasonable and appropriate, consists 
of the following elements: 

[1] Each of the above figures is 














5 eRe ET yo $3,271,968 

Re CO er ee 1,612,012 $4,883,980 
pitti tecarneniee 568,519 

ss ceseautarstnts a erat 72,182 640,701 

bd atetotead wind meena 4,243,279 

saci a OeRe 5437 

Se earns 67,297 

Dial hte trad $4,368,013 
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an average for the period with the 
exception of the allowance for cash 
working capital which item represents 
one-eighth of the operation and main- 
tenance expenses for the twelve 
months ended September 30, 1953, 
excluding purchased power, or the 
equivalent of forty-five days’ expenses. 
The amount included in construction 
work in progress relates largely to 
a new steam generating unit which 
went into operation on or about Octo- 
ber 6, 1952. The cost of this new unit 
had not been transferred from the 
work in progress account to the plant 
in service account by September 30, 
1953, due to a delay in determining 
the cost of certain items of equipment. 
Under these circumstances it is proper 
to include construction work in prog- 
ress in the rate base. 

The company’s figures relating to 
the Cedar System show the following 
operating results for the twelve months 
ended September 30, 1953: 


Operating revenues $967,275 
Operation and maintenance expenses 541,538 
Depreciation and amortization ..... 106,503 
Taxes, other than federal income . 59,585 
Taxes, federal income .......... 38,194 
Total operating revenue deductions 745,820 


Hydro 
Diesel 


Total generated 
Purchased 


Total generated and purchased 


Utility operating income .......... 221,445 
Interest during construction ....... 19,343 
Available for return .............. $240,798 


On a rate base of $4,368,013 a 
return of $240,798 is equal to a rate 
of return of 5.51 per cent. 

4. The company’s generating facil- 
ities include hydro, diesel, and steam 
units. As noted above, a new steam 
unit went into service in October, 
1952. Additional diesel facilities also 
were installed during 1952. The fol- 
lowing figures show the installed ca- 
pacity (name plate rating) in kilo- 
watts at the three dates indicated. 





12-31-51 12-31-52 9-30-53 
Hydto ........ 2,890 2,890 2,890 
Diesel ........ 4,178 6,178 6,178 
Steam 2,500 7,500 7,500 
re 9,568 16,568 16,568 


Since the new steam unit went into 
service there has been a substantial 
drop in diesel generation and a pro- 
nounced increase in the amount of 
energy generated by steam, along with 
a decrease in purchased power, as indi- 
cated by the following tabulation show- 
ing net generation and purchases in 
kilowatt hours for the Cedar Sys- 
tem. 


12 Months Ended 








12-31-51 12-31-52 9-30-53 
8,924,543 13,473,669 11,025,429 
11,924,752 7,262,220 1,880,554 
17,945,400 17,677,300 35,281,970 
38,794,695 38,413,189 48,187,953 
4,051,206 3,166,864 526,780 
42,845,901 41,580,053 48,714,733 





1In our findings in Case No. 3995, dated 
July 22, 1954, Re Cedar City Corp. for rate 
differentials in Cedar City, we used a figure 
of $240,136 as the amount available for return, 
a difference of $662 from the figure shown 
above. In its original presentation the com- 
, Pany allocated $38,856 of federal income tax 
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to the Cedar System. At a later point in the 
proceedings further evidence indicated that the 
federal income tax allocable to the Cedar 
System should be $38,194, or $662 less than 
in the original exhibits. It appears that the 
figure of $38,194 should be adopted. 








RE SOUTHERN UTAH POWER COMPANY 


The changes noted above in quan- 
tities of power generated by the three 
types of facilities have been accom- 
panied by a decline in the average 
cost of production per kilowatt hour. 
For example, in 1951 and 1952 the 
average production cost of all energy 
generated in the Cedar System was 
8.96 mills per kilowatt hour. During 
the twelve months ended September 
30, 1953, the average cost had de- 
creased to 7.4 mills. It declined fur- 
ther to 7.05 mills in the calendar year 
1953. This has been made possible 
by the shift from relatively high cost 
diesel generation to steam generation 
at a lower unit cost. 


The maximum demand on the Cedar 
System during the twelve months 


Operating revenues . 
Production expenses ..... 


All other operation and maintenance expenses 


Total operation and maintenance expenses 


6. The company has an application 
on file with the Federal Power Com- 
mission for authority to issue 13,135 
shares of common stock, par value 
$10 per share, and 1,224 shares of 
5 per cent cumulative preferred stock, 
par value $100 a share. The common 
stock is to be offered to present com- 
mon stockholders on the basis of one 
new share for each six shares held, 
at a price of $13 a share. The com- 
pany also proposes to enter into an 
underwriting agreement with Smith, 
Polian & Co., and Glidden, Morris 
& Co., to purchase, at the subscription 


ended September 30, 1953, was 11,- 
845 kilowatts, and this occurred on 
June 4, 1953. In 1951 the maximum 
demand on the system was 10,645 
kilowatts. It would appear that the 
company has adequate generating 
capacity for some time to come. The 
only energy being purchased at the 
present time consists of dump or sur- 
plus power. 

5. There has been a substantial 
increase in total operating revenues in 
the Cedar System on the basis of a 
comparison of the year 1951 with the 
twelve months ended September 30, 
1953, while total operation and main- 
tenance expenses have decreased 
slightly. The following figures illus- 
trate this fact: 


12 Months Ended 





% 
Increase 
12-31-51 9-30-53 (Decrease) 
ee $855,707 $967,275 13.04 
390,937 $359,892 (7.94) 
Teme na 154,602 181,646 17.49 
ie $545,539 $541,538 (.73) 


price, any shares of the new com- 
mon not subscribed by the stock- 
holders. If all of the shares are sub- 
scribed at a price of $13 the proceeds 
to the company will be $167,471.25. 
If the underwriters have to purchase 
the entire issue the proceeds to the 
company will be $157,620.* 

The 1,224 shares of 5 per cent 
cumulative preferred stock will be ex- 
changed, on a share for share basis, 
for 1,224 shares of 44 per cent 
cumulative preferred stock now is- 
sued and outstanding. This ex- 
change of preferred stock is prelim- 





2 An order of the Federal Power Commis- 
sion in Docket No. E-6562, issued June 7, 
1954, authorized the issuance and sale of 


61 


13,135 shares of common stock, and the is- 
suance of 1,224 shares of 5 per cent cumulative 
preferred stock. 
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inary to the issuance of 2,000 addi- 
tional shares of new 5 per cent cumu- 
lative preferred stock which the com- 
pany will seek to sell at a later date. 

The company has bank loans out- 
standing in the amount of $350,000, 
due July 1, 1954. The net proceeds 
from the sale of the 13,135 shares of 
common stock will be used to dis- 
charge $150,000 of the bank loans. 
Arrangements have been made with 
the bank to extend the due date on 
the balance ($200,000) of the loans 
for ninety days. This unpaid balance 
will be paid with proceeds from the 
sale of the 2,000 additional shares of 
5 per cent preferred stock. 

The capitalization of the company 
at September 30, 1953, was as follows: 














Long Term debt Amount % of Total 
Bonds—33% ..... $1,188,000 
Bonds—44% 965,000 
Debentures—4% 500,000 

Total long 
term debt .. 2,653,000 56.75 

Bank notes .......... 350,000 7.49 
Total debt. ...... 3,003,000 64.24 

Preferred stock—44% 

(1,270 shares) ..... 127,0008 2.72 

Common stock ....... 989,206 

eee: boa. s sa conswe 555,647 
Total common and 

SEAN Ss. c52 hc 1,544,853 33.04 
MURS sss Sec unt $4,674,853 100.00 


If all of the financing presently con- 
templated had been accomplished, 
assuming that all of the new common 
had been subscribed and that the net 
proceeds to the company from the sale 
of the 2,000 additional shares of 5 
per cent preferred stock amounted to 


$100 a share, the capital structure, pro 
forma, would be approximately as 
follows: 





Amount % of Total 
Long-term debt ...... $2,653,000 56.59 
5% preferred stock .. 322,400 6.88 
Common stock and 
BNSMES <a cars bay 1,712,324 36.53 
Uo Ee nets $4,687,724 100.00 


The annual interest requirements 
on the $2,653,000 of debt amount to 
$102,593, to which should be added 
$1,409 for amortization of debt dis- 
count and expense, or a total annual 
cost of $104,002 to service the debt.* 
The annual dividend requirements on 
$322,400 of preferred stock amount to 
$16,120 at the dividend rate of 5 per 
cent. 

The stock of the company is not 
listed on any exchange but sales of the 
common have been made recently on 
the over-the-counter market at $15.50 
to $16 a share. The company has 
paid an annual dividend of one dollar 
a share on the common stock during 
each of the last two years. 

After the issuance of the 13,135 
shares of common stock, referred to 
above, there will be a total of 91,945 
shares of common outstanding. If it 
is assumed that one dollar a share 
is a reasonable dividend on the com- 
mon stock the total annual amount 
required to service the debt and pay 
dividends would be as follows: 





Debt interest and amortization ..... $104,002 
Preferred stock dividends .......... 16,120 
Common stock dividends ........... 91,945 

URNS ot uP E Nae ehh sore dsalesiiy $212,067 





3 The company had redeemed 46 shares of 
the 43 per cent preferred stock by December 
31, 1953, leaving 1,224 shares outstanding at 
that date. 

4The company’s balance sheet shows that 
the total long term debt was reduced by 
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$44,000 during the year 1953 to meet sinking 
fund requirements. The total outstanding as 
of December 31, 1953, was $2,619,000. It 
follows that as the present debt is reduced 
the annual interest requirements will decline. 








RE SOUTHERN UTAH POWER COMPANY 


During the twelve months ended 
September 30, 1953, the gross income 
from total company operations (in- 
cluding the Kanab System) amounted 
to $228,329.25 On the basis of the 
capital structure, pro forma, shown 
above, there would be no interest to 
pay on bank loans. The interest on 
these loans amounted to approximately 
$11,100 in the twelve months ended 
September 30, 1953. Interest is a 
deductible item in determining income 
tax liability. The elimination of this 
interest would increase the Federal 
income tax by 52 per cent of such 
amount, or $5,772. It follows that 
the gross income figure of $228,329 
would be reduced to $222,557 after 
deducting the additional income tax of 
$5,772. Gross income of $222,557 
would cover all the interest and divi- 
dend requirements shown above in the 
amount of $212,067, and leave $10,- 
490 as an accretion to surplus. In 
other words, after paying interest on 
debt and dividends on preferred stock, 
and providing for amortization of debt 
discount and expense, there would be 
$102,435 available for common stock. 
On the basis of a common stock divi- 
dend of one dollar a share on 91,945 
shares the pay-out ratio would be ap- 
proximately 90 per cent. 

7. There is considerable mining of 
iron ore in an area west of Cedar 
City. The electricity used by some 
of the mines is supplied by the com- 
pany and is one of its major sources 
of revenue. Recently there has been 
a decline in the production from these 


mines with a consequent loss of rev- 
enue to the company. The total op- 
erating revenues of the company from 
all sources in March, 1954, amounted 
to $64,693, compared with $73,644 
in March, 1953, a decrease of $8,951, 
which loss of revenue is attributable 
largely to the decline in mining activ- 
ity. At the same time the total operat- 
ing revenues for the twelve months 
ended March 31, 1954, reached $1,- 
073,927, an increase of $134,576 over 
the corresponding previous twelve 
months. 

The evidence is inadequate to per- 
mit a finding as to when or to what 
extent the mining activities might 
show an upturn, but it seems reason- 
able to anticipate some improvement 
within the next few months. 

[2, 3] 8. The rates of the com- 
pany in the Cedar System® are higher 
at the present time than those pre- 
vailing in the neighboring territory 
served by Telluride Power Company 
and certain municipal electric systems. 
This fact, in and of itself, is not con- 
trolling in determining the reason- 
ableness of the rates under review. 
The law is well settled that a compari- 
son of rates charged elsewhere with 
the rates in issue is of little value unless 
a similarity of service and conditions 
is shown.” It is not desirable to widen 
this difference in rates, however, if 
the company can be kept financially 
healthy in the absence of a rate in- 
crease. 

Three factors previously discussed 
seem to indicate that the company 








5 Total operating revenues ..... $1,033,299 
Total expenses and taxes ..... 806,466 
Utility operating income ...... 226,833 
WJEMER GUGOMIE: 65.6 one ic scene 496 


Gross income ................ $ 228,329 


6 The company’s rates in the Kanab System 
are considerably higher than in the Cedar 
System. 

7 Mountain States Teleph. & Teleg. Co. v 
Utah Pub. Service Commission (1943) 105 
Utah 230, 51 PUR NS 275, 142 P2d 873. 
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might enjoy satisfactory earnings 
without an increase in rates. In the 
first place it was shown above that 
on the basis of the capital structure 
which will result from the presently 
contemplated financing, the earnings 
during the twelve months ended Sep- 
tember 30, 1953, would be adequate 
to meet all interest and preferred stock 
dividends, and permit payment of a 
one dollar dividend on common stock 
at a pay-out ratio of 90 per cent. 
Furthermore, the evidence shows that 
the cost of producing electric energy 
has declined steadily since the new 
steam plant went into operation. It 
is not unlikely that there will be a 
further improvement in this respect 
once the operation of the new steam 
unit is co-ordinated fully with the load 
requirements. The other factor con- 
cerns the company’s mining load. If 
this load is restored to normal or near 
normal the added revenues from this 
class of business will go a long way 
toward providing the company with a 
higher rate of return. It should be 
added that it appears to the commis- 
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sion that the company’s affairs are 
conservatively and carefully man- 
aged. 


Conclusions 


After careful consideration of the 
evidence and based upon the forego- 
ing findings the commission is of the 
opinion that the existing rates of 
Southern Utah Power Company, un- 
der careful and prudent management, 
should provide adequate earnings to 
enable the company to meet its finan- 
cial responsibilities, maintain its 
credit, and render the service required 
by its customers. While the rate of 
return from certain classes of busi- 
ness appears to be somewhat low in 
relation to other classes, we are of the 
opinion that no adjustments as among 
the several rate schedules should be 
made at the present time. The com- 
mission concludes, therefore, that the 
complaint herein should be dismissed. 
Our action will be without prejudice 
to the right of the company to insti- 
tute further proceedings for rate re- 
lief if warranted by future conditions. 
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AKE ADVANTAGE OF 


DELTA-STAR’S SUBSTATION EXPERIENCE 


to reduce engineering costs — save your time 


Delta-Star has been designing and building sub- 
stations for the nation’s expanding utilities for 
more than 30 years—and many of these stations 
have been repeat orders from companies who are 
more than satisfied with Delta-Star’s resources 
and service. 


DELTA-STAR has the knowledge based on proved 
design and engineering skill, and has worked out 
a practical standardized system of handling 
which reduces the time required for planning, 
fabrication and shipment to a minimum. 


DELTA-STAR has the facilities. Component parts 


WHEN YOU WANT THE BEST IN HIGH VOLTAGE SWITCHING EQUIPMENT SPECIFY DELTA-STAR 


for equipment are in stock ready for assembly. 
Structural steel is accurately cut and punched, 
then hot-dip galvanized under precise control in 
our own shops. Careful checking and marking 
before shipment insures a “‘custom”’ fit. 


Every detail from anchor bolts to switching 
equipment is covered by drawings in the con- 
struction folder for quick and easy erection. 


We shall be happy to consult with you on your 
substation requirements for any voltage rating 
and submit data on design, cost and delivery. 
Contact factory or nearest district office. 


DELTA-STAR ELECTRIC DIVISION 


H. K. PORTER COMPANY, INC. 


OF PITTSBURGH 
2437 FULTON STREET, CHICAGO 12, ILLINOIS 


DISTRICT OFFICES IN PRINCIPAL CITIES 


JANUARY 20, 1955—PUBLIC UTILITIES FORTNIGHTLY 
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If you can use... 


® Consulting Engineering and Power 


Plant Design Service... g 
® Financial Advisory Service . .. . Ps 
‘i 
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® Stock Transfer and Dividend & 
Disbursement Service... ° ° ° = 
seamenckanatine : Pioneer Service & Engineering Co 
Service... seme, — 
® insurance, Rate, Accounting and Pe " j 
“ean: mal YEARS/ 231 South LaSalle Street . Chicago, — 
® Forecast, Load Study and Per- 
formance Analysis Service . . . 
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Consumers Power Plans 
$73,000,000 Expansioi 


CONSUMERS Power Company an- 
Mnounced recently that it will invest 
close to $73,000,000 on new construc- 
tion and expansion projects to keep 
pace with the rapid growth of business 
and industry in its 64-county outstate 
Michigan electric and gas service area. 
It will be the biggest one-year expan- 
sion program in the company’s his- 
tory. 
Announcing the company’s 1955 
plans, Justin R. Whiting, chairman, 
said that since World War II the 
company has spent more than $400,- 
000,000 on the expansion of electric 
and gas facilities. Expenditures for 
expansion in 1954 will probably total 
about $69,000,000. 
\ The 1955 construction budget in- 
dudes major additions to electric gen- 
erating stations and power supply in 
many parts of outside Michigan, and 
tomuch of the company’s natural gas 
system. 


Ford, Bacon & Davis 
Advances Two 


FORD, Bacon & Davis, Inc., engi- 
neers-constructors, with offices in New 
York, Chicago, Los Angeles, Monroe, 
La, and Toronto, have announced 
that Charles C. Whittelsey has been 
advanced to the position of executive 
vice president, having formerly been 
vice president in charge of the firm’s 
construction activities. He will also 
continue as executive vice president 
of the firm’s subsidiary, Ford, Bacon 
& Davis Construction Corporation, 
with headquarters at Monroe, Louisi- 
ana. 
William B. Poor becomes vice presi- 
y pent and manager of the Construction 
10 Department of Ford, Bacon & Davis, 
Inc. He has also been elected a direc- 
oisftor of the firm, as well as a director 
of the Construction Corporation. 
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Walker Named Ind. Sales 
Manager, Electro-Motive Div. 
APPOINTMENT of F. W. Walker, 
Jr., regional manager at St. Louis, as 
industrial sales manager of Electro- 
Motive Division of General Motors 
with headquarters at La Grange, Illi- 
nois, is announced by Paul R. Turner, 

director of sales. 

In his newly created position of in- 
dustrial sales manager, Mr. Walker is 
responsible for sales of non-locomo- 
tive products, including Electro-Mo- 
bile Power units, introduced to the 
electric utility companies of the United 
States last fall. 

Succeeding Mr. Walker as manager 
of the St. Louis region is Rene G. 
Pommier, district sales manager at St. 
Louis since November 16, 1952. 


AGE System Adds More Than 
One-Million Kw in 17 Months 


THE American Gas and Electric 
Company System has increased its 
electric generating capability by more 
than 1-million kilowatts in the past 17 
months, Philip Sporn, president, said 
recently. 

Mr. Sporn announced that a new 
215,000-kilowatt steam-electric gen- 
erating unit has been placed in com- 
mercial operation by the Indiana & 
Michigan Electric Company at its 
Tanners Creek plant, Lawrenceburg, 
Ind. It is the fifth unit of its size—a 
bloc of generating capability totaling 
1,075,000 kw—to be added by the 
AGE System since July 1953. 

The unit increases the generating 
capability of Tanners Creek to 525,- 
000 kw, making it the second largest 
plant on the System today, and raises 
the System’s total capability to 4-mil- 
lion kw... 

Meanwhile, two other generating 
units, similar but slightly larger, are 
under way elsewhere on the System. 
A 225,000-kw unit is under construc- 





Industrial Progress 


tion at Appalachian Electric Power 
Company’s Glen Lyn (Va.) plant; 
and another, of the same size, was au- 
thorized earlier this month for Ohio 
Power Company’s new Muskingum 
river plant at Beverly, Ohio, with 
construction to begin shortly. 


A-C Issues Bulletin on Protected 
Distribution Transformers 


HOW Allis-Chalmers protected dis- 
tribution transformers help the utility 
is told in a new eight-page bulletin re- 
leased by the company. 

Operating advantages of the trans- 
former, available in ratings of 3 kva 
through 100 kva, 2400 to 14,400 volts, 
and mechanical data on the five type 
designations are also given, along with 
a typical load-time curve for one of 
the units to show how the integral 
breaker increases useful capacity. 

Copies of the bulletin, “Allis- 
Chalmers Protected Distribution 
Transformers,” 61B7309B, are avail- 
able on request from Allis-Chalmers 
Manufacturing Company, 965 S. 70th 
street, Milwaukee, Wisconsin. 


$ 158,000,000 Spent by West Penn 
Power in Past 10 Years . 


DURING the past 10 years, the West 
Penn Power Company has spent 
$158,000,000 for new power generat- 
ing facilities, for expanding and im- 
proving its transmission and distribu- 
tion lines and substations, and for im- 
proved service facilities. 

During 1954, the company added 
138,000 kilowatts of generating capac- 
ity, bringing West Penn’s net plant 
(generating) capability up to 933,000 
kilowatts. 

In addition, during the past 12 
months, a number of new substations 
were placed in service and new lines, 
or lines of increased capacity, were 

(Continued on page 24) 
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“Baby Digger” truck loads i in close quarters, 
has big capacity, digs up to 20” wide, 5’ deep 


This East Ohio Gas Company job, the 
replacement of a main extension, 
shows why the Cleveland Model 92 
“Baby Digger” is so widely used for 
city digging. The “92” puts the edge of 


a trench within 17 inches of a parallel 


wall, loads excess spoil directly into 
trucks at the curb, and affords the oper- 
ator full visibility of the whole job. 


Its exclusive Cleveland multispeed 
transmission provides over 30 evenly 
graduated digging wheel and crawler 
speed combinations, from 6 inches to 
30 feet per minute. Its lower wheel 
speeds enable it to pick its way safely 
through the numerous underground 
obstructions typical of city digging. 
The three lower of its four wheel 
speeds provide the correct power 
applications for digging in even the 
toughest soils. And its highest speed 
combinations, of course, assure high 


daily footage on jobs where high pro- 
duction rates can be uséd to advan- 
tage. It has ample capacity for trench 
from 10 to 20 inches wide, down to 
5 feet deep. . 
Compactness, maneuverability, speed 
combinations, capacity —if most of 
your trenching jobs are city jobs, the 
“92” is the trencher for you! 





And does it get around! The “92” 
hustles safely from job to job... at 


legal limit speeds . . . because it’s so 
easily portable on the drop-axle, tilt- 
bed Cleveland T5 Trailer. 


Write for the CLEVELAND Full-line Bulletin 
or see your Local Distributor 





len CLEVELAND TRENCHER COMPANY 
cies ST. CLAIR AVENUE @ CLEVELAND 17, OHIO 


ae 
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constructed at points throughout the | 
West Penn service area. eo 


Delaware Pwr. & Lt. Adds 78,000 
Kw to Edge Moor Station 


GENERATING capacity of Dela- 
ware Power & Light Company’s Edge 
Moor station was increased by almost 
60 per cent when a new and larger 
generating unit was placed in regular 
service on December 31st. 

This new generating unit has a ca- 
pacity of 78,000 kw compared with 
68,000 kw for each of the two gen- 
erating units comprising the original] ® 
Edge Moor station. With the placing} § 
in service of this new and larger gen- 
erating unit, the Edge Moor station 
will have a generating capacity of 
214,000 Kw. 

Stuart Cooper, president of Dela- 
ware Power & Light Company stated: 
“This latest addition is a continuation 
of our long established policy of ex. 
panding facilities in advance to fur- 
nish adequate and dependable service 
to meet the constantly growing needs 
of this thriving area. It is also a reflec- I 








tion of our confidence in the future b 
growth and development of this terri- ‘ 
tory.” b 

Worthington Bulletin : 
WORTHINGTON Corporation of- fe 
fers first bulletin on full-contac si 
steam-jet deaerators. The new bulletin ie 
gives information on design improve- é 
ment, ranges of application, perform: | 
ance characteristics, principles of op- 


eration and construction details. 

Full page illustrations show the cut- 
away unit with component parts. 

A typical performance chart give 
cc per liter of dissolved oxygen if 
effluent against per cent rated load. 

For additional information or copié 
send requests to Harrison, N. J. offie 
of Worthington Corporation, specify 
ing Bulletin No. W-210-B-32. 











New Bulletin on High and Low} 
Pressure Strainers 


NEW SK bulletin 9-S, published by 
Schutte and Koerting Company, if 

cludes information on 15 types of 
strainers for high and low pressure 
service. This bulletin contains 16 pages 
of dimension and sizing charts, set: 
tional drawings and descriptive infor 
mation on strainers. It discusses appl 
cation, design features, and specifi 
operating characteristics and is 3 
handy reference book for power ani 
heating engineers, process designer! 
and maintenance men. 24 





(Continued on page 26) 


PUBLIC UTILITIES FORTNIGHTLY—JANUARY 20, |% 





ela- 
dge 
10st 
‘ger 
tlar 


Ca- 
vith 
ren- 
inal 
“ing 
reN- 
tion 


ela- 
ted: 
tion 


fur- 
Vice 
2eds 
Hlec- 
ture 
TTI: 


of- 
itact 
letin 
ove- 
orm: 











Why fine new power 
plants everywhere 
have Q-Panel Walls 


Builders of new power plants in all parts of the country 
have specified Q-Panel walls for the following very good 
reasons: 1. Q-Panels are permanent, dry and noncom- 
bustible, yet may be demounted and re-erected elsewhere 
to keep pace with expansion programs. 2. Q-Panels are 
light in weight, thus reducing the cost of framing and 
foundations. 3. Q-Panels have high insulation value... 
superior to a 12” masonry wall. 4. Q-Panels are quickly 
installed because they are hung, not piled up. An acre of 
wall has been hung in 3 days. For more good reasons for 
using Q-Panel construction, use the coupon below and 
write for literature. 
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Robertson 


Q-Panels 


H. H. Robertson Company 
2400 FARMERS BANK BLDG. °* PITTSBURGH 22, PA. 
Offices in Principal Cities 





ite 


Q-Panel walls grace the new Elrama Power 
Plant (above) near Pittsburgh. It was designed 
by Duquesne Light Company’s Engineering 
and Construction Department. The Dravo 
Corporation was General Contractor. 




















Q-Panel walls (above) go up quickly in 
any weather because they are dry and 
hung in place, not piled up. 


More than 32,000 sq. ft. of Q-Panels were used 
to enclose the impressive Hawthorn Steam 
Electric Station (left) of the Kansas City, Mis- 
souri, Power and Light Company. Ebasco Ser- 
vices, Inc., designed and built the plant. 





Please send a free copy of your Q-Panel Catalog. 


NAME 
FIRM 


ADDRESS 
PUFI 
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Want to save $30,000 
a year...automatically? 


New, wind operated automatic control- 
ler energizes forced draft or heat 
systems under unfavorable meteoro- 
logical conditions . . . thus shutting off 
scrubbers when not needed. It’s called 
the Bendix-Friez Windtrol.* 


If you’re one of those plants that takes its community 
public relations seriously, when it comes to air pollution... 
And if you keep your scrubbing equipment operating con- 
tinuously to forestall air pollution . . . 

Then 
The esiaplished principles of stack meteorology, based on 
Bendix-Friez case histories, can save you as much as 
$30,000 a year. 


ve got some good news for you. 


Unfavorable Quadrants 

By checking wind speed and 
direction, the unfavorable 
quadrant for stack effluents 
can be discovered and control- 
led automatically. This un- 
favorable condition of air pol- 
lution may be only 25% of the 
time. 





WINDTROL 
TRANSMITTER 





Shut Off Automatically 


Thus, instead of running your scrubbers constantly at a 
cost of $40,000 .. . they are shut off automatically by the 


Windtrol Transmitter. 
Easily installed. The transmitter is at stack height. The 
controller is located indoors on any convenient wall. 


How It Works 


The transmitter of the Windtrol has been constructed so that the controller 
circuit is energized when the wind speed is less than a selected value, and 
the wind direction is from a specified arc. Normally, it is wired so that both 
conditions must exist simultaneously for the circuit to be energized. 


Observations indicate that many situations will arise because of the 
gustiness of the wind in which either or both, the direction and speed will 
oscillate rather rapidly in the vicinity 
of the selected limits. This could result in 
intermittent and short period closures of 
the controlling circuit, were it not for a 
built-in time delay device which causes 
the actuating power relay to remain 
open or closed for a given length of 
time after the direction or speed has 
changed from the required limits. 

For Further Information... 

Write Today. 


* REG. U6. PAT. OFF 


Bendix” Prie; 


FRIEZ INSTRUMENT DIVISION OF 
BENDIX AVIATION CORPORATION 
1463 TAYLOR AVENUE, BALTIMORE 4, MARYLAND 

Export Sales, Bendix International Division, 


205 E. 42nd St., New York 17, N. Y., U.S. A. 
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Duplex types described in SK Bulletin 9-S are Mag. 
netic, Uniplug, Monoplug, High Pressure Uniplug, and 
Valve. Other models include Simplex, Fll Basket, Pipe. 
line, Suction, Chemical, Thoroughfare Steam, Y-Types 
for steam and high pressure, Macomb, and combined 
Foot Valve and Strainer. Materials of construction in. 
clude brass, bronze, Monel, nickel-bronze, stainless steel 
cast iron and Haveg. 

Free copies of the bulletin are available from Schutte 
and Koerting Company, Department H7T-4, Cornwell 
Heights, Bucks Co., Pennsylvania. 


Guaranty Trust Appointments 
GUARANTY Trust Company of New York has an. 
nounced the appointment of Herbert P. McCabe as a 
vice president and of Stephen Valentine, Jr., as a second 
vice president, both identified with the public utilities 
division of the banking department. Mr. McCabe has 
been associated with the company since 1941 and prior 
to his present promotion was a second vice president 
Mr. Valentine, previously an assistant treasurer, has 
been with the Guaranty since 1942. 


Central Illinois Light to Add 100,000 Kw 
Unit at Wallace Station 


CENTRAL Illinois Light Company will expand electric 
generating facilities for its 80-community Illinois service 
area with the addition of the 100,000 kw steam turbine. 
generator unit at the R. S. Wallace station in Peoria 
according to announcement by T. A. Schlink, president 
The construction program will expand the rated capacity 
of this plant by nearly 50 per cent. The new unit i 
scheduled for operation in 1957. 

A $6,700,000 construction program for 1955 will pro 
vide for enlargement and improvement of electric and 
natural gas facilities throughout the system, as part of 
recently announced $20,000,000 development operation 
during the next three years. 

The company expects to make substantial additions 
in the number of natural gas heating customers supplied 
in 1955, subject to obtaining an increased volume of nat 
ural gas from its pipeline supplier. Approximately 6,00 
heating customers were added in 1954, bringing the tota 
to more than 55,000, representing a saturation figure of 
better than 62 per cent of total gas customers. 


Delta-Star Catalog Lists Power Connectors for 
Use With Both Aluminum and Copper Conductors 


POWER connectors for use with aluminum and coppet 
conductors for every application are listed in a new cate: 
log just published by Delta-Star. It contains the lates 
information and is said to be the most complete catalog 
available on the subject. 

Compiled in ten sections including an extensive dat 
section to assist in estimating, planning and engineering 
Other sections cover connectors for tubing to tubing 
cable to cable ; tubing to cable ; tube or bar ; square tub 
ing ; flexible connectors ; grounding and stud connectors 
and terminal lugs. 

Copies of this publication can be obtained from Delt 
Star Electric Division, H. K. Porter Company, Inc., 0 
Pittsburgh located at 2437 Fulton street, Chicago 12 
Illinois or any of its district offices. 
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FOR CLEANER 
COOKING 





1 : EASIER F 
a REFRIGERATION 


Columbia Gas System | ‘ 
delivers a modern miracle - 


24 Hours-A-Day! 


/ FOR CHEAPER 
/ DRYING 


oe _ it 





FOR INSTANT 
HOT WATER 


* 
COLUMBIA 
GAS 


SYSTEM 


* 
* 





© The Columbia Gas System 


CHARLESTON GROUP: United Fuel Gas Company, Atlantic Seaboard Corporation, Amere Gas Utilities Com- 
pany, Virginia Gas Distribution Corporation, Big Marsh Oil Company, Centra! Kentucky Natural Gas Company; 
COLUMBUS GROUP: The Ohio Fuel Gas Company; PITTSBURGH GROUP: The Manufacturers Light and Heat 
Company, Binghamton Gas Works, Cumberland and Allegheny Gas Company, Home Gas Company, The Key- 
stone Gas Company, Inc., Natural Gas Company of West Virginia; OIL GROUP: The Preston Oil Company. 






















The First Book of Its Kind... 


PREPARING FOR THE UTILITY RATE CASE 


by Francis X. Welch, B. Litt., LL. B., LL. M. 









The satisfactory solution of the most expensive and difficult problem of Commission Regulation— 
The Rate Case—depends very largely upon how well and how thoroughly the details of 
preparation have been given attention. “Preparing for the Utility Rate 
Case” is a compilation of experiences taken from the records of 
actual rate cases. It has required two years of research, 
study and analysis, conducted by Francis X. Welch, Editor 
of PUBLIC UTILITIES FORTNIGHTLY, with the aid and 


cooperation of selected experts, to complete this treatise. 


The volume, being the first of its kind, should be found 
invaluable to utility executives, rate case personnel, 
attorneys, accountants, consultants, regulatory com- 
missions, rate case protestants, and, in fact, to all persons 
engaged in or having an interest in rate cases. 



















Among the values of this compilation are the reviews of 
methods and procedures, which have been found helpful in— 







® simplifying and speeding up rate case 
groundwork 








® saving time and expense of companies, 
commissions and other parties 






© cutting down “lag losses” 





® aiding the consumer by making possible 
faster plant and service improvements 






® increasing the confidence of investors 






—all of which are in the public interest. 






The volume does not offer a program of standardized 
procedures for rate case preparation, but reviews the plain 
and practical methods that have been used. 










These chapter headings indicate the coverage: 





The Birth of the Utility Rate Case Completing the Rate Base; 







Public Relations and the Rate Case Working Capital 

The Birth of Utility Company Rate Opposition Operating Expenses 

The Grand Strategy of the Rate Case Operating Expenses, Continued— 
Selection and Function of the Attorney Annual Depreciation 

The Mechanics of Rate Case Preparation The Rate of Return 

Proof of the Rate Base Rate Adjustments—Allocations 





The Completed Rate Base—Overheads, Land, 
Depreciation, Working Capital 








> The edition is limited, so be sure to order your copy today. 


PUBLIC UTILITIES REPORTS, INC., Publishers 
NEW BOOK DEPARTMENT 


309 MUNSEY BUILDING 
WASHINGTON 4, D. C. 






















brings problems in 
Engineering, Financing, 
Rates, Insurance, 
Storage, Distribution 


Commonwealth's skilled and 
experienced staff is available on call 
to assist you in these 

and other phases 

of your gas operations. 
Over a period of many years 
we have supplied successful 
and satisfactory services 

to manufactured, L-P 

and natural gas companies 
ranging in size from 

only a few meters 

to hundreds of thousands. 
Services covering 

such problems as: 


Design of facilities 

Property acquisition reports 

Engineering reports on new projects 

Gas manufacturing consultation 

Cost of service and rate studies 

Studies of technical, rate and other problems 
related to mixed gas supply 

Preparation of testimony and representation 
before local and federal regulatory agencies 

Underground storage field studies 

Emergency, standby and peak-shaving supply studies 

Distribution layout or revamping to meet growing loads 

Space heating saturation problems 

Market surveys 

Insurance requirements 

Depreciation studies 

Assistance with financings 

Metering problems 

General contracting 


Write for our booklet describing our services. 
Address: Commonwealth Services Inc., Department E 
20 Pine Street, New York 5, N.Y. 


Cpmmouwdllh Seu Guc. 


COMMONWEALTH ASSOCIATES INC. 


20 Pine Shred, New York 5 MY. 


Jackin, Michigan 


Wishinglon. DC. 

















PRINCIPLES OF PUBLIC UTILITY 
REGULATION 


Principles of 
Public Utility Regulation (1941) 


by A. C. Webber 


(Former Chairman, Massachusetts Department of Public Utilities) 





Here are the frank confessions of a commis- 
sioner whose aim has been to coordinate the 
public administration of the regulatory law 
with the private conduct of the utility business 
so as to encourage confidence and good will in 


831 Pages the domain of both the investor and consumer. 


$6.50 


Included are discussions of vital questions, such as: 


Taxes in Relation to Rates 


Higher Operating Costs in Relation to 
the Consumer and Utility Stockholder 


The Reproduction Cost Rule 
Inflation and Utility Rates 


Rates of Public Service Corporations 

and Other Price Levels 

Constitutional Safeguards Insuring Rea- 
sonable and Just Compensation for Public 
Utility Property Devoted to Public Service 


Concise Supplementary Text Referring to Important Principles of 


Public Utility Regulation with Annotations 


PUBLIC UTILITIES REPORTS, INC. 


MUNSEY BUILDING WASHINGTON 4, D. C. 
























PROFESSIONAL DIRECTORY 


© This Directory is reserved for engineers, accountants, rate experts, consultants, and 





others equipped to serve utilities in all matters relating to rate questions, appraisals, 





valuations, special reports, investigations, financing, design, and construction. » » 








Tue American Aprpraisat Company 
ORIGINAL COST STUDIES e VALUATIONS @ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 

NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 

and other principal cities 















BLACK & VEATCH 
CONSULTING ENGINEERS 


Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 





Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 














BODDY, BENJAMIN AND WOODHOUSE, INC. 


CONSULTING ENGINEERS 
JAMES W. PARKER, SENIOR CONSULTANT 
Power Plant Design, Specification, and Construction Supervision 
Economic and Thermodynamic Studies, Technical Services and Reports 
28 WEST ADAMS AVENUE DETROIT 26, MICHIGAN 
















DAY & ZIMMERMANN. INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, INVESTIGATIONS, REPORTS, APPRAISALS AND MANAGEMENT 
















ti I ee ee 


| %* Standby 

7 AH UE © % Augmentation 
RK BD 

| 






%* 100% Town Supply 


Design ¢« Engineering ¢ Construction 





























DRAKE & TOWNSEND 11 WEST 42ND STREET NEW YORK 36,N. Y. 


(Sa ee Pb Oo RATE o 








THE FLUOR CORPORATION, LTD. 


Engineers * Constructors * Manufacturers 
LOS ANGELES 22, CALIFORNIA 
Builders of steam generating and hydro-electric power plants 
New York « Chicago Houston ¢ San Francisco ¢ Tulsa e Philadelphia * Toronto e Calgary « Denver 
Associated with SINGMASTER & BREYER, INC., New York City, N.Y. 
H. G. ACRES COMPANY, LTD., Niagara Falls, Ontario 

















(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 





Ft Ford, Bacon & Davis 
RED) aiysnen Engineers eoniysno 


NEW YORK @ CHICAGO e@ LOS ANGELES 











GIBBS & HILL Iwo. 


CONSULTING ENGINEERS 
DESIGNERS - CONSTRUCTORS 
NEW YORK—LOS ANGELES 
INDIANAPOLIS—SAN ANTONIO 











GILBERT ASSOCIATES, INC. 


ENGINEERS © CONSULTANTS © CONSTRUCTORS 


607 WASHINGTON ST. 
FOUNDED 1906 READING, PA. 


@ WASHINGTON @ PHILADELPHIA @ NEW YORK 














W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 


55 Liberty Street New York 5, N. Y. 








JAY SAMUEL HARTT 


CONSULTING ENGINEER 
327 South LaSalle Street e CHICAGO e Telephone HArrison 7-8893 








Consultant to Public Utilities: Valuations; Rate of Return Studies; Reports for 
Financing; Other Problems of Management, Engineering and Finance. 








CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 


134 So. LaSalle Street Chicago 3, Illinois 








GUSTAV HIRSCH ORGANIZATION, INC. 
1347 West 5th Ave., Columbus (12) Ohio 
Telephone Hudson 8-0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 














Mention the FortNiGHTLY—It identifies your inquiry 
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PROFESSIONAL DIRECTORY (continued) 



















HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 
1384 HOLLY AVENUE e COLUMBUS, OHIO 




















JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—INVESTIGATIONS—DEPRECIATION STUDIES— 
COST TRENDS — REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST “AND C CONTINUING PROPERTY RECORD 
DETERMINATION 
















Taek uljian loyporlion 


b 
2 Ce Be ° CONSTRUCTORS 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION ¢ MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 











William S. Leffler, Engineers Associated 
NOROTON, CONNECTICUT 
Utility Management Consultants Specializing in 


for past 35 years 
Send for brochure: ''The Value of Cost Analysis to Management"’ 


REGULATORY 
ND 
MUNICIPAL 


GAS A 
WATER COST ANALYSIS PROBLEMS 
















N. A. LOUGEE & COMPANY 


Engineers and Consultants 
REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 
120 Broadway New York 















RATES TAXES 


SAFETY “A ] D D LE WE ST FINANCE 


PENSIONS INSURANCE 
BUDGETING SERVICE ADVERTISING 
ACCOUNTING 


SALES PROMOTION 
PUBLIC RELATIONS 


PERSONNEL co 
ENGINEERING bd 


STOCK TRANSFER 20 N. WACKER DRIVE, CHICAGO 



















231 SOUTH LA SALLE STREET 





Pioneer sain oe Co. 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CONSULTING, DESIGNING AND 
OPERATING ENGINEERS 
PURCHASING 





CHICAGO 4, ILLINOIS 
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‘i Complete Services for Gas 
Industry's 4 and Electric Utilities * Designing 
Partner J.F. Pritchard & Co. ¢ Engineering * Construction 
« Alterations « Expansions 
for Progress SPRIRZERS) 9. HORST SYS TOSS ¢ Modernization « Surveys * Plans 
* Piping * Equipment + Steam 
or Diesel Power Plants 





@ Dept.415, 210 W. 10th St., Kansas City 5, Mo. 











‘WY THE RUST ENGINEERING CO. 


PITTSBURGH 19, PA.* BIRMINGHAM 3, ALA. 
Offices in Principle U.S. and Canadian Cities 
Power Plant Design and Construction 
Boiler Settings © Chimneys © Equipment Erection 
Also sliding form work, refractory brick-work and insulation, soil compaction, other specialties. 


















SANDERSON & PORTER 
ENGINEERS & 


AND 
CONSTRUCTORS 














Sargent & Lundy 
ENGINEERS 


Steam and Electric Plants 
Usilities—Industrials 
Studies—Reports—Design—Supervision 


Chicago 3, Ill. 














The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Re ports—A ppraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 














Whitman, Requardt and Associates 
Publishers of the 35-year-old 


DESIGN — SUPERVISION HANDY.WHITMAN INDEX 
for Public Utili 
REPORTS — VALUATIONS Sindthadian Cale Ties 


Including Hydro-Electric Properties 
1304 ST. PAUL STREET 








BALTIMORE 2, MARYLAND 
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Abrams Aerial Survey Corporation 


PHOTOGRAMMETRIC ENGINEERS FOR MORE THAN A 
THIRD OF A CENTURY 
Aerial Photograbhy — Atlas Sheets — Mosaics — 
Plan and Topographic Mabs — Profiles — Infra-red 
Photography — Photo-interpretation Instruments 


614 E, Shiawassee St. 





Lansing, Michigan 





LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LASALLE StT., CHICAGO 














EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies 


910 Electric Building Indianapolis, Ind. 








LUTZ & MAY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGN—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 














ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


CONSOLIDATED 
GAS anb SERVICE CO. 


327 So. LaSalle St., Chicago 4, Il. 








MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLGRADO 

















GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Invesigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 








A. S. SCHULMAN ELEctTrIc Co. 


Electrical Contracting Engineers 
TRANSMISSION LINES—DISTRIBUTION—POWER 
STATION—INDUSTRIAL—COMMERCIAL 

INSTALLATIONS 
CHICAGO 





Los ANGELES 











FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SOUTH MICHIGAN AVENUE, CHICAGO 














SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 














JACKSON & MORELAND 
Engineers and Consultants 
Design and Supervision of Construction 
Reports — Examinations — Appraisals 


Machine Design — Technical Publications 
BOSTON NEW YORK 
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Seventy-five years of electric light, 15. 


EDUCATION, 
Scholarship plan of Pennsylvania Power & 
Light Company, 449. 
Utility program for educators, 799. 


EISENHOWER, DWIGHT D., 
Presidential support of Interior policy, 170. 
President’s “State of the Union” message, 

169. 


ELECTRIC CONSUMERS CONFER- 

<NCE, 

Opposition to Clark Hill dam power con- 
tract, 757. 


ELECTRICITY, 

Atomic power and private industry, 710. 

Attack on federal power monopoly, 184. 

Bonneville power policies discussed by 
Secretary of Interior, 121. 

California’s dynamic growth a challenge to 
public utilities, 217. 

Chart—electric power and other growth in- 
dicators, 497. 

Chart—electric utility earnings, 823. 

Chart—regional peak capabilities and peak 
loads, 1951-1956, median hydro conditions, 
46. 

Chart—rising power output vs. 
rates, 110. 

Charts—electric and gas utility earnings. 
309, 311. 

Charts—forecasting future 
gains, 242, 243. 

Co-operation with REA, 740. 

Edison Electric Institute power survey, 44. 

EEI president discusses general outlook for 
electric companies, 305. 

EEI president sees power industry as chal- 
lenge to engineers, 623. 

Federal power policy, 135, 713, 745. 

Florida’s rate adjustment plan, 157. 

Forecasting electric power growth, 241. 

—— power, distribution and _ sale, 
610. 


declining 


electric power 


House Appropriations Committee criticizes 
oe policies of Interior Department. 

House cuts public power funds, 551. 

Hydroelectric power development under fed- 
eral law, 769. 

Industrial power needs forecast, 764. 

Legislation affecting public power dam con- 
sidered, 817. 

— protection for electric systems, 

Power-marketing rules clarified, 43. 

Power problems solved by partnership, 734. 

Power project construction program in 


Pacific Northwest, 47. 


PUBLIC UTILITIES FORTNIGHTLY 





ELECTRICITY—Cont’d 


Power project for Colorado basin, 489. 

Power sale from Clark Hill dam, 367. 

Preference clause on power sales, 434, 668. 

President’s Cabinet policy on water use, 816. 

President’s recommendations for develop- 
ment of natural resources, 249. 

Private and public power compared, 479, 717. 

Problems of superintendent of steam power 
plant, 601. 

Public ownership bill supported, 492. 

Public power policy of Interior Department, 
682. 

Public power proponents, discussion of aims, 
251. 

Public power purchased by private com- 


pany, 757. 

Puget Sound Power & Light Company 
plans, 446. 

Radio communication use by electric com- 
pany, 669. 


Rates as affected by TVA influence, 826. 

REA adopts short cut loan processing, 670. 

— loan program and policies defended, 
567. 

REA problems, 184. 

REA program expansion, 172. 

Reflections on electric industry, 702. 

Responsibilities of electric utility, 697. 

Rural Electrification Administration funds, 
610, 815. 

Scholarship plan of Pennsylvania Power & 
Light Company, 449. 

Selling technique for electric company, 542. 

Seventy-five years of electric light, 15. 

Southwestern Power Administration 
sonnel cut, 366. 

Statistical data required of electric utilities 
by federal agencies, 375. 

Stockholder reports, 760. 

Table—data on electric utility stocks, 113, 
246-248, 378-380, 499-501, 766-768. 

Table—electric utility statistics and ratios, 
111, 310, 498, 677, 827. 

Table—financing for electric and gas securi- 
ties, 245, 374. 

Tax reduction on appliances, 488. 

Tennessee Valley Authority gets new chair- 
man, 301. 

TVA—publication relating to, 188. 

Washington outlook for electric utilities— 
1954, 73. 


EMPLOYEES, 

Discharges after strike upheld, 818. 

Effect of future mechanization, 660. 

Executive development, 208. 

Mrs. Telephone, woman exchange manager, 
291. 

Opinion survey, 225, 283. 

Problems of superintendent of steam power 
plant, 601. 

Reading rack service for, 807. 

Strikes of hit-and-run variety banned, 490. 

Telephone union seeks health benefits, 370. 


per- 

















XUM 


PUBLIC UTILITIES FORTNIGHTLY INDEX 


ESCALATOR CLAUSES, 
Advisability of adopting, 35. 
As aid to rate regulation, 465. 
Florida’s rate adjustment plan, 157. 
Rules relating to, 35. 


EXECUTIVES, 
Developing utility management, 208. 


EXPENSES, 
— clauses and expense variations. 
465. 


FEDERAL COMMUNICATIONS COM- 
MISSION, 
Doerfer, John C., named to, 820. 
Foreign attachment regulation— 
telephone service, 759. 
Jurisdiction over small independent tele- 
phone companies, 439. 
Rules relating to state communications, 104. 


FEDERAL GOVERNMENT, 

Anti-recession measures of, 318. 

Attack on federal power monopoly, 184. 

Gas price at wellhead, regulation, 90. 

Gas regulation by Interstate Oil Compact 
Commission, 161. 

President Eisenhower’s recommendations 
for development of natural resources, 249. 

Public and private power, 135, 249, 251, 479. 
745, 769. 

Statistical data required by federal agencies, 


Televising Congress and committee hear- 
ings, 147. 
TVA, publication relating to, 188. 


FEDERAL POWER COMMISSION, 

Backlog of gas rate cases, 107. 

Control over intrastate gas distribution 
limited, 413. 

Cost-of-capital concept developed in North- 
ern Natural Gas Case, 267. 

Federal jurisdiction over gas price at well- 
head, 90. 

Natural gas rate policy, 671. 

Rate decisions expedited, 618. 

Regulation of gas by interstate compact, 161. 

Regulation of natural gas prices in the 
field, 639. 

Return allowances by, 299. F 

Washington outlook for public utilities— 
1954, 78. 


FERGUSON, SENATOR, 
Legislation concerning gas reserves, 487. 


FINANCES, 

Atomic energy as affecting, 372. 

Business conditions indicating end of reces- 
sion, 614. 

Chart—common stock indices and yield vari- 
ations, 49. 

— of yields on utility securities, 
179. 

Chart—utility vs. industrial stock prices, 
1918-1954, 376. 


Vii 


FINANCES—Cont’d 


Cost-of-capital concept in rate making, 267. 
Financing prospects of Florida utilities, 440. 
Index of public utility credit, 48. 
Investor’s viewpoint of gas industry’s prob- 
lems, 652. 
~ “a New York brokers’ utility analyses, 
377. 
Nuclear power and utility securities, 821. 
Postwar financing of public utilities, 581. 
—- in present day rate making, 
99. 
Present price level here to stay, 81. 
REA finds short cut in loan processing, 670. 
_ loan program and policies defended, 
6 


Refunding high coupon issues, 497. 

Regulatory factor in evaluating utility stocks, 
619. 

Security markets decry depression talk, 175. 

Stockholder reports, 760. 

Table—analysis of first quarter utility financ- 


ing, 562. 

Table—April, 1954, utility financing, 676. 

Table—current yield yardsticks, 177, 307, 
444, 562, 762. 

Table—December, 1953, utility financing, 
109 


Table—February, 1954, financing for elec- 
tric and gas companies, 374. 

Table—financial data on electric utility 
stocks, 113, 246, 378, 499, 620, 766. 

Table—financial data on gas, telephone, 
transit, and water stocks, 51, 182, 312, 
447, 563, 678, 828. 

Table—January, 1954, financing for electric 
and gas securities, 245. 

Table—March, 1954, utility financing, 560. 

Table—utility financing in May, 825 

Telephone system’s financing methods, 474. 

Urban transit control and financing trends, 

Utility earnings in 1953, 497. 

Utility vs. industrial stocks—long-term 
trends, 375. 


FLORIDA, 


= commodity rate adjustment plan, 


Regulatory policy, 440. 


FRANCHISES, 


“— of service franchise to be voted upon, 
4 


Court decision relating to transit competi- 
tion and franchises, 504. 


FUEL CLAUSES, 


Aid to rate regulation, 465. 
Florida’s rate adjustment plan, 157. 
Rate adjustment clauses, 440. 
Rules relating to, 35. 


GAS, 


See also specific subjects. 

Chart—electric and gas utility earnings, 309, 
311. 

Chart—gas sales 1944-1953, 180. 








PUBLIC UTILITIES FORTNIGHTLY 


GAS—Cont’d 

Chart—growth of industry, 442. 
Chart—home use of gas increased, 558. 
— gas reserves and production, 


Cost of gas reserves affected by Senate bill, 


FPC backlog of gas rate cases, 107. 

FPC jurisdiction over interstate gas trans- 
mission, 90. 

FPC natural gas rate policy, 671. 

Federal regulation of natural gas prices in 
the field, 639. 

Hinshaw Bill as solution to East Ohio Gas 
difficulties, 436. 

—"" viewpoint of industry’s problems, 

Legislation affecting production facilities, 


Legislation on rate increases and pyramid- 
ing, 368 
~ proposed by Senator Ferguson, 


Limiting FPC control over gas distribution, 


Manufactured gas come-back, 680. 

Natural gas requirements and supplies, 493. 

Outlook for gas industry, 176. 

Pipeline reconversion, 368. 

Production problems require legislation, 550. 

Regulation by compact as answer to Phillips 
dilemma, 90. 

Regulation by Interstate Compact Commis- 
sion, 161. 

Statistical data required of gas companies by 
federal agencies, 375 

Table—estimated plant expenditures, 1952- 
1956, 494. 

Table—return allowance for natural gas 
company, 673 

Tax reduction on appliances, 488. 

Texas tax invalidated, 

Washington outlook for natural gas _utili- 
ties—1954, 72. 


GEORGIA, 
Power purchase contract between private 
utilities and government project, 757. 
Power sale from Clark Hill dam, 367. 
—? lag; state commissioner’s views, 


GOVERNMENT, 
See Federal Government; 


GREAT BRITAIN, 
British view of depreciation allowance, 314. 


HISTORY, 
California commission—regulation in past, 
present, and future, 591. 
California’s dynamic growth a challenge to 
public utilities, 217. 
Electric light over 75-year period, 15. 
Federal power policy, 135, 745. 
Federal regulation of gas, 90, 413, 639. 
Power problems solved by partnership, 734. 
( Regulation over 25-year period, 3 


States. 


Vili 


HISTORY—Cont’d 
Regulatory practices over the years, 399. 
State development of power project, 523. 
Utility management workshop, 208. 


HOLDING COMPANIES, 
Advantages of utility holding companies, 240. 


HOOKER, H. LESTER, 
Member of Virginia commission, regulatery 
views, 27. 


IDAHO, 
State utility authority supported, 492. 


INDUSTRY, 
Atomic power and private industry, 710. 
California’s dynamic growth a challenge to 
public utilities, 217. 
Co-operation of REA and industry, 740. 
Effect of automation on labor, 660. 
Electricity’s contribution over 75-year period, 


Investor’s viewpoint of gas industry’s prob- 
lems, 652. 

Power needs forecast, 764. 

Power problems solved by partnership, 734. 

Sales technique for electric company, 542. 


INFLATION, 

Chart—long-term inflationary trends, 112. 

Depreciation in relation to, 556 

Determination and recording of property ex- 
haustion costs, 333. 

Escalator clauses to meet rising costs, 35, 
157, 465. 

Present price level here to stay, 81. 

Transitional loss allowance as cure for regu- 
latory iag, 201. 


INTERCORPORATE RELATIONS, 
Advantages of utility holding companies, 240. 
Attraction of capital by Bell System affiliate 

considered, 173. 


INTERIOR DEPARTMENT, 
House Appropriations Committee criticizes 
power policies of, 565. 


INTERSTATE COMMERCE, 
Federal jurisdiction over gas price at well- 
head, 90. 
Federal regulation of natural gas prices in 
the field, 639. 


INTERSTATE OIL COMPACT 
COMMISSION, 
Gas regulation by compact, 90, 161. 


INVENTION, 
Edison’s contribution to electric industry, 
15. 


IOWA, 
Telephone independents urged to help rural 
program, 553 


JAPAN, 
Public telephones off honor system, 371. 








PUBLIC UTILITIES FORTNIGHTLY INDEX 


JURISDICTION, 
Federal regulation of natural gas, 90, 639. 
— FPC control over gas distribution, 
13. 
Of Federal Communications Commission 
over small companies, 439. 


LABOR, 
— of employees after strike upheld, 


Effect of mechanization, 660. 

Employee opinion research, 225, 283. 

Employee relations go self-serve, 385. 

Executive development, 208. 

~~ Telephone, woman exchange manager, 

Problems of superintendent of steam power 
plant, 601. 

Reading rack service for employees, 381, 807. 

Strikes of hit-and-run variety banned, 490. 

Telephone union seeks health benefits, 370. 


LEGISLATION, 

Appropriation for REA, 610, 815. 

Bill exempting small telephone companies 
from FCC jurisdiction, 555. 

Capehart-Martin-Miller Bill 
Falls development, 523. 

Excise tax reduction in new bills, 488. 

Federal power policy, 135, 745. 

Federal regulation of natural gas prices in 
the field, 639. 

Gas increases and pyramiding, 368. 

—— problems require new law, 


for Niagara 


Legislation governing transit fares, 503. 

—_ FPC control over gas distribution, 

Natural Gas Act and the Federal Power 
Commission, 90. 

Preference clause in new federal power pro- 
posal, 668. 

Regulatory practices over the years, 399. 

Responsibilities of electric utility, 697. 

= Congress and committee hearings, 


Washington outlook for public utilities— 


1954, 69 


LITTLE BIG INCH, 
Pipeline reconversion, 368. 


MANAGEMENT, 
Customer opinion obtained by survey, 99. 
Mrs. Telephone, woman exchange manager, 
291 


Problems of superintendent of steam power 
plant, 601. 

Reports simplified, 830. 

Responsibility of, in atomic age, 116. 

Training utility executives, 208. 

Utility program for educators, 799. 


MASSACHUSETTS, 
Legislation governing transit fares, 503. 
— lag; state commissioner’s views, 


MECHANIZATION, 
Effect on labor, 660. 


MERCHANDISING, 
Sales technique for electric company, 542. 


MINNESOTA, 
——o lag; state commissioner’s views, 


MISSISSIPPI, 
Court decision relating to transit competi- 
tion and franchises, 504. 


MISSOURI, 
—_— lag; state commissioner’s views, 


MONOPOLY AND COMPETITION, 
Attack on federal power monopoly, 184. 
Court decision relating to transit competition 

and franchises, 504. 


MOTOR CARRIERS, 
See Transit. 


MUNICIPAL DISTRICT, 
Better public relations from customer opin- 
ion survey, 


MUNICIPAL PLANTS, 
Preference in regard to government power 
sales, 434, 668. 


NATIONAL LABOR RELATIONS 
BOARD, 
Hit-and-run strikes banned, 490: 


NATIONAL TELEPHONE CO-OPERA- 
TIVE ASSOCIATION, 
Formation of, 820. 


NATURAL GAS, 
See Gas. 


NEVADA, 
Telephone company’s attraction of capital 
considered, 173. 


NEW YORK, 
—- of Niagara power by state, 
3. 


Financial prospects of New York City 
Transit Authority, 504. 

— lag; state commissioner’s views, 
87. 


NIAGARA FALLS, 
Development through private enterprise, 523. 


NORTH CAROLINA, 
Fair value rate base prescribed, 302. 


OHIO, 
= service franchise to be voted upon, 


ORIGINAL COST, 
See Rate Base. 


PACIFIC COAST, 
Power problems solved by partnership, 734. 








PUBLIC UTILITIES FORTNIGHTLY 


PACIFIC COAST ELECTRICAL 
ASSOCIATION, 
Sales technique for electric company, 542. 


PARKING, 
Subsidies as answer to traffic crisis, 533. 


PAYMENT, 
Honor system 
phones, 371. 


PERSONNEL, 
See Labor. 


PHILLIPS PETROLEUM CASE, 
Federal regulation of natural gas prices in 
the field, 639. 
Gas regulation by compact as answer to 
Phillips dilemma, 90. 


POWER, 
See Atomic 
Power. 


PRICES, 
Price level here to stay, 81. 


PRIVATE ENTERPRISE, 
Co-operation of REA and industry, 740. 
Development of Niagara power, 523. 
Federal power policy, 713. 
Power problems solved by partnership, 734. 
Public and private power compared, 717. 


PUBLICITY, 
Televising congressional hearings, 147. 
Utility program for educators, 799. 


PUBLIC OWNERSHIP, 
Comparison of public and private power, 479. 
Opposition of public power proponents to 
Atomic Energy Act, 756. 
Public power policy of Interior Department, 
2 


unsatisfactory on _ public 


Power; Electricity; Water 


State utility authority supported, 492. 


PUBLIC RELATIONS, 
Customer opinion survey, 99. 
Utility program for educators, 799. 


PUBLIC UTILITIES, 
See also specific subjects. 
Postwar strides in financing, 581. 
Regulation of California utilities, past, pres- 

ent, and future, 591. 

Regulation over 25-year period, 3. 
Regulatory views of state commissioners, 27. 
Results of 1953 predictions, 71. 
Utility program for educators, 799. 
Washington outlook for 1954, 69. 


PUBLIC UTILITIES FORTNIGHTLY, 
Letters concerning anniversary issue and 
new format, 233. 
Recorder of twenty-five years of utility 
regulation, 3. 


RADIO AND TELEVISION, 
Congress and committee hearings televised, 


RADIO AND TELEVISION—Cont’d 

Electric company’s use of radio communica- 
tions, 669. 

Federal Communications Commission rules 
on state network, 104. 

Give-away programs approved, 554. 

Small companies using radio facilities grant- 
ed exemption, 555. 


RATE BASE, 

See also Valuation. 

Advantages of fair value over original cost 
theory, 357. 

Decision by Florida supreme court, 440. 

Determination and recording of property 
exhaustion costs, 333. 

Need for recognizing fair value, 357. 

Rate base in North Carolina, 302. 

Reproduction cost to be given dominant 
weight, 438. 


RATES, 
See also Rate Base; Return; Valuation. 
Automatic rate adjustment clauses, 35, 157, 
440, 465. 
Chart—rising power output vs. 
rates, 110. 
Electric rates as affected by TVA influence, 


declining 


20. 

FPC backlog of gas rate cases, 107. 

Federal Power Commission expedites rate 
decisions, 618. 

Federal Power Commission’s natural gas 
rate policy, 671. 

Federal power policy, 135. 

Federal regulation of natural gas prices in 
the field, 639. 

Gas reserves write-up affects rates, 487. 

Practicalities in present day rate making, 
399. 

Regulatory lag, 174, 201, 440, 787. 

Twenty-five years of utility regulation, 3. 


REAL ESTATE, 
Sales technique for electric company, 542. 


RECESSION, 
Business conditions indicating end of, 614. 
Governmental anti-recession measures, 318. 


REFUNDING, 
Of high coupon issues, 497. 


REGULATION, 

See also specific subjects. 
California utility regulation 
present, and future, 591. 

Commission form compared to others, 3. 

Florida commission’s regulatory policy, 440. 

Investor’s viewpoint of gas industry’s prob- 
lems, 652. 

7 to be learned from twenty-five years 
of, 3. 

Minnesota proposes broader regulation of 
utilities, 775. 

New regulatory agency for transportation 
recommended, 317. 

Public utility predictions—1954, 75. 


in the past, 








PUBLIC UTILITIES FORTNIGHTLY INDEX 


REGULATION—Cont’d 

——r factor in evaluating utility stocks, 
619. 

Responsibilities of a regulatory commission- 
er, 154 

Results of 1953 predictions, 71. 

Seventy-five years of electric light, 15: 

Views of Virginia commissioner, 27. 

Washington outlook for public utilities— 
1954, 69. 


REGULATORY LAG, 
Rate fixing as affected by, 174, 


REPORTS, 
Management reports simplified, 830. 


REPRODUCTION COST, 
Dominant weight to be given in Delaware, 
438. 
Need for recognizing fair value, 357. 


RESIDENTIAL SERVICE, 


Chart—home use of gas increase, 558. 


RETURN, 
Competitive cost and competitive return, 340. 
Cost of capital as factor, 170, 267, 421. 
Federal Power Commission allow ance, 299, 
Florida commission decision on, 440 
Table—return allowance for natural gas 
company, 673. 


RURAL ELECTRIFICATION 

TRATION, 

Additional funds approved for REA, 815. 

Co-operation by REA with industry, 740. 

Expansion of REA program sought, 172. 

Loan program and policies of REA de- 
fended, 567. 

REA problems, 184. 

—— on extended area telephone service, 


201, 440, 787. 


ADMINIS- 


Short cut found in REA loan processing, 
670. 


SALARIES, 

Employee opinion poll results, 225 
SALES, 

Appliances as aid to electric sales, 542. 
SCHOLARSHIP, 


Scholarship plan of Pennsylvania Power & 
Light Company, 449 


SECURITIES, 
See also Dividends ; Earnings; Finances. 
Atomic energy as affecting utility securities, 
372. 


Chart—common stock indices and yield vari- 
ations, 49. 

— of yields on utility securities, 
179. 

Chart—utility vs. 
1918-1954, 376. 

Competitive bidding for securities, 499. 

Financing of public utilities in postwar 
period, 581. 


industrial stock prices, 


SECURITIES—Cont’d 

Index of public utility credit, 48. 

Investor’s viewpoint of gas industry’s prob- 
lems, 652. 

List of New York brokers’ utility analyses, 

Nuclear power and utility securities, 821. 

Practicalities in present day rate making, 
399. 

Questionnaire on stockholder reports, 245. 

Refunding high coupon issues, 497. 


Regulatory factor in evaluating utility 
stocks, 619. 
Relief sought from registration require- 
ments, 303. 


Security markets decry depression talk, 175. 

Stocks management, 474. 

Table—data on electric utility stocks, 113, 
246, 378, 499, 620, 766. 

Table—financial data on gas, telephone, 
transit, and water stocks, 51, 182, 312, 447, 
563, 678, 828. 

Table—financing for electric and gas securi- 
ties, 109, 245, 374, 560, 676, 825. 

Telephone system’s financing methods, 474. 

Utility vs. industrial stocks—long-term 
trends, 375. 


SECURITIES AND EXCHANGE COM- 
MISSION, 
Amendment to proxy rules, 172. 
Competitive bidding for securities, 499. 
Relief sought from registration require- 
ments, 303. 


SENATE, 
Bill approved giving small telephone com- 
panies exemption, 555 
Private development of Niagara power, 523. 


SERVICE, 

Atomic power and private industry, 710. 

California’s dynamic growth a challenge to 
public utilities, 217. 

Contract between private company and co- 
operative, 758. 

Co-operation of REA and industry, 740. 

Customer opinion poll as aid to better pub- 
lic relations, 99. 

Reflections on electric industry, 702. 

Responsibilities of electric utility, 697. 

= foreign attachment regulations, 

9. 

Transistor telephone system developed, 439. 

Transit fare increase and service improve- 
ment, 502. 


SOUTHWESTERN 
TRATION, 
Personnel cuts, 366. 


STATES, 
California commission, regulation in past, 
present, and future, 591. 
Florida’s rate adjustment plan, 157. 
Gas regulation by Interstate Oil Compact 
Commission, 161. 


POWER ADMINIS- 








PUBLIC UTILITIES FORTNIGHTLY 


STATES—Cont’d 
Limiting FPC control over gas distribution, 
413 


Private development of Niagara power com- 
pared to state development, 523. . 

Regulatory lag; state commissioner’s views, 
787. 


Views of Virginia commissioner, 27. 


STEAM, 
Problems of superintendent of steam power 
plant, 601. 


STOCKS, 
See Securities. 


STREET RAILWAYS, 
See Transit. 


STRIKES, 
Employees’ discharge after strike, 818. 
Hit-and-run variety banned, 490. 


SUBSIDIES, 
As answer to traffic crisis, 533. 


SURVEY, 
Customer opinion poll, 99. 
Employee opinion poll, 225, 283. 
Subsidies as answer to traffic crisis, 533. 


TABLES, 
Analysis of first quarter utility financing, 
562. 
April utility financing, 676. 
Current electric utility statistics, 310. 
Current yield yardsticks, 177, 307, 444, 562, 
762. 


Data on electric utility stocks, 113, 246, 378, 
499, 620, 766. 

December, 1953, utility financing, 109. 

Electric utility statistics and ratios, 111, 
498, 677, 827. 

Estimated gas plant expenditures, 1952-1956, 
494. 


February financing for electric and gas com- 
panies, 374. 

Financial data on gas, telephone, transit, and 
water stocks, 51, 182, 312, 447, 563, 678, 
828. 

January financing for electric and gas securi- 
ties, 245. 

March utility financing, 560. 

Return allowance for natural gas companies, 
673. 

Utility financing in May, 825. 


TAXES, 
— of public and private power, 
Depreciation allowance under income tax 
laws, 450. 
Excise tax reduction on telephone bills, 488. 
Gas tax of Texas invalidated, 300 
Rate adjustment related to, 35. 


TELEGRAPH, 
Business firm’s use of private wire telegraph 
system, 670. 
Public ownership bill supported, 492. 


xii 


TELEPHONES, 
See also specific subjects. 
Automation has not replaced people, 660. 
Bell System hits record in 1953, 369. 
Co-operative group formed, 820. 
— discharge after strike upheld, 
18. 


Employees’ union seeks health benefits, 370. 

Excise tax reduction on bills, 437, 488. 

Extended area service agreement between 
private company and co-operative, 758. 

Federal Communications Commission juris- 
diction over small companies, 439. 

Financing methods of telephone system, 474. 

Foreign attachment regulations of FCC, 759. 

Free service stopped in Japan, 371. 

History of nation’s largest nonsystem inde- 
pendent telephone company, 53. 

Honor system on Japanese pay phones, 371. 

Independent companies launch advertising 
campaign, 491. 

Independent companies urged to help rural 
program, 553. 

Legislation exempting small companies from 
federal jurisdiction, 555. 

Mrs. Telephone, woman exchange manager, 
291. 

Service improvement from use of transistor, 


9. 
Strikes of hit-and-run variety banned, 490. 
Utility program for educators, 799. 
Washington outlook for telephone utilities— 
1954, 77. 
Wire tap legislation, 105, 492, 554. 


TELEVISION, 
See Radio and Television. 


TENNESSEE, 
Commissioner’s views on regulation, 154. 


TENNESSEE VALLEY AUTHORITY, 
Appointment of chairman, 301. 
— rates as affected by TVA influence, 
26 


Mine workers hit coal buying policy, 817. 
Publication relating to, 188. 


TRAFFIC, 
Subsidized parking as answer to traffic 
crisis, 533. 
TRANSIT, 
Crisis for urban transit, 625. 
— transit control and financing trends, 
02. 
TRANSITIONAL LOSS, 
See Regulatory Lag. 
UNIONS, 
See also Strikes. 
Telephone union seeks health benefits, 370. 
UNITED STATES INDEPENDENT 
TELEPHONE ASSOCIATION, 
Advertising campaign launched, 491. 
UTAH, 
Regulatory lag factor recognized, 174. 
Transit rate increase considered, 505. 








—— 








PUBLIC UTILITIES FORTNIGHTLY INDEX 


VALUATION, 
Fair value rate base, 302, 438. = 
— cost of gas production facilities, 


Present day rate making, 399. 

Rate base decision of Florida 
court, 440. 

Recognition of fair value needed, 357. 

— factor in evaluating utility stocks, 


supreme 


Working capital, 440. 
VERMONT, 


—y lag; state commissioner’s views, 
787. 


VIRGINIA, 
Commissioner’s views on regulation, 27. 


WAGES, 
Present price level here to stay, 81. 


WASHINGTON, 
Transit rate modifications to offset deficits, 


WATER, 
See also specific subjects. 
Cost allocation agreement on water project, 


Policy of President’s Cabinet on water use, 
816. 


WATER POWER, 
Attack on federal power monopoly, 184. 
’ Bonneville power policies discussed by Sec- 
retary of Interior McKay, 121. 
California dynamic growth a challenge to 
public utilities, 217. 


WATER POWER—Cont’d 
Chart—regional peak capabilities and peak 
io 1951-1956, median hydro conditions, 


Chart—rising power output vs. declining 
rates, 110. 

Comparison of public and private power, 479. 

Edison Electric Institute power survey, 44. 

Federal power policy, 135, 713, 745. 

Hydroelectric power development under 
federal law, 769. 

Industrial power needs forecast, 764. 

Niagara Falls development by private enter- 
prise, 523 

President Eisenhower’s recommendations for 
development of natural resources, 249. 

Private and public power compared, 717. 

Project construction program in Pacific 
Northwest, 47. 

Project for Colorado basin, 489. 

Public power policy of Interior Depart- 
ment, 682. 

a power proponents, discussion of aims, 


Washington outlook for power utilities— 
1954, 73 


WEST COAST, 
Commission regulation in past, present, and 
future, 591. 
Sales technique for electric company, 542. 


WISCONSIN, 
=" co-operative meeting in Wisconsin, 


WORKING CAPITAL, 
Allowance for, in rate base, 440. 





Feature Articles 





TITLE AUTHOR PAGE 
Lessons to Be Learned from Twenty-five Years of 

DPMMN OTE sss Cnc emery Monitored Seas ea Contos ERO eT Henry C. SPP oo ccccccs 3 
Seventy-five Years of Electric Light ...................... FAS EWI ao acsse. ssc ereonda 15 
H. Lester Hooker—Sixty Minuteman ................... James J. Kilpatrick ......... 27 
Should There Re Rules about Escalator Clauses? ......... PUPP. ANDY. os cic css 35 
The Washington Outlook for Public Utilities—1954 ...... Francis X. Welch ............ 69 
The Present Price Level Is Here to Stay ................ Paul W. McCracken ........ 81 
Gas Regulation by Compact? Part I... .. 5.022. 05550660. Samuel H. Crosby .......... 90 

We Asked Our Customers to Talk Back ................ E. A, Bombatalade and 
Felix J. Rehman .......... 99 
A New Look at Federal Power Policy .................... Clarence A. Davis .......... 135 
Would a TV Congress Improve Democracy? ............. Frank McNaughton ........ 147 
Responsibilities of a Regulatory Commissioner ............ Hon. John C. Hammer ...... 154 
Piordas Rate Adjustment Plan: ....... 6.6.8. cseeee ce ee sus OOO OE | 157 
Gas Regulation by Compact? Part Il ... ....0.......02.6% Samuel H. Crosby .......... 161 
Transitional Loss Allowance—Cure for Regulatory Lag? ..Hon. G. M. Blackstock, QC .. 201 
Creative Technique in Executive Development ............ Herbert H. Jacobs .......... 208 
The Challenge of the West Coast’s Dynamic Growth ......Jane Eshleman Conant ...... 217 
Where Jobs Get into No Man’s Land .................... Jamestl. COWIMe ic. cc ees 225 
Capital’ Gost and Fair Return. Part I ..............000. U; RROGES POSER. «65s occ es 267 
Putting Human Relations Research to Work ............. Robert E. Schwab .......... 283 








PUBLIC UTILITIES FORTNIGHTLY 


TITLE 

Mrs. Telephone 
Determination and Recording ‘of Property Exhaustion 

Cl ee ero ie 
Capital Cost and Fair Return. Part II ....... 
The Need for Recognizing Fair Value 
Practicalities in Rate Making Today _ 
Limiting FPC Control over Gas Distribution 


Capital Cost and Fair Return. Part III i 
The Adjustment Clause, and Aid to Rate Regulation 
How the AT&T Finances Billion-dollar Programs . 
New Light on an Old Subject 
Niagara Should Be Developed through Private Enterprise 
Traffic Crisis—Is Subsidized Parking the Answer? 
But You Can’t Sell Kilowatts on Glamor ..... 
Public Utility Financing Postwar 
California Utility Regulation, Yesterday, Today, 
Tomorrow 
I Am a Superintendent of a Steam Power Plant 
What Do the Panhandle and Phillips Cases Mean? 


and 


The Gas Industry’s Problems from the Investor Viewpoint . 


Will “Cybernetics” Do Away with People? .... 

With Opportunities Go Responsibilities 

The Lessons of Seventy-five Years of Service 

Atomic Power and Private Industry 

Federal Power Policy ... 

Observations on Private versus Public Power . 

Partnership Provides Solution to Northwest Power 
Lo AGRE SRS Sa are a ee eee i 

An REA Look at Industry Co- -operation nee 

A Look at the New Federal Power Policy ..... 

The Regulatory Lag and What to Do about It .. 

A Utility Program for the Teacher .. eee 

What Are 78,000 Employees Willing to Read? . 


AUTHOR 
.Henry F. Unger 


Frank L. Griffith 

J. Rhoads Foster 

Paul Grady 

Justin R. W hiting 

Oswald Maland and 
James Zartman 


..J. Rhoads Foster 


Orrin S. Vogel 


..J. Louis Donnelly 


David E. Goggin 
Hon. Homer E. Capehart 


George W’. Keith 
James H. Collins 
Owen Ely 


Frank C. Sullivan 
Henry F. Unger 
Edward Falck 

Stuart F. Silloway 
James H. Collins 
Walter H. Sammis 

A Symposium .. 
Hon. W. Sterlina Cole 


_.Fred G. Aandahl 


Philip Sporn 


Kinsey M. Robinson 
Ancher Nelsen .... 
E. Robert de Luccia 
A Symposium .... 
H. W. Holmwood 
James H. Collins 





Index to Public Utilities Reports 


(This section of the magazine, which comprises the decisions, orders, and rul- 
ings of courts and commissions, is too voluminous to be included in this index. 
These Reports are published in five bound volumes a year, together with the 
PUR Annual (Index), and may be ordered from the publishers, PUBLIC 
UTILITIES REPORTS, INC., 309 Munsey Building, Washington 4, D. C.) 


XIV 








Public 
tilities 
poRgumanTes 


ei 
® | 








Index to Volume 54 


Including the Issues of July 8, 1954 
to December 2}, 1954 





PUBLIC UTILITIES REPORTS, INC. 
WASHINGTON, D. Cc. 











INDEX 


To Vou. 54 or Public 


@ 


Urilities Fortnightly 


Pages by Issue 


July 8, 1954 Pages 1 to 58 
July 22, 1954 59 to 116 
August 5, 1954 117 to 174 
August 19, 1954 #! “T75°t6: Zoe 
September 2, 1954 “23s to 290 
September 16, 1954 291 to 348 
September 30, 1954 349 to 466 


October 14, 1954 . Pages 467 to 548 
October 28, 1954 . 549 to 614 
November 11, 1954 “615 to 672 


“ 


673 to 730 
731 to 796 
797 to 854 


November 25, 1954. ...... 
December 9, 1954 
December 23, 1954 .. 





Subject 


ABANDONMENT, 

Employee protection in the regulation of 
public utilities: Mergers, consolidations, 
and abandonment of facilities in the trans- 
portation industry, by Allison W. Brown, 


irs 105: 


ACCIDENTS, 
Employee accident rate in electric utilities, 
640. 


ACCOUNTING, 
Fair value balance sheet, 94. 
FCC amends pension accounting rules, 33. 


ADVERTISING, 
Progress of gas industry, 469. 


AIRPORTS, 
Development of public airports, 68. 


ALBERTA PLAN, 
Regulatory lag; financial expert’s views, 3. 


AMERICAN GAS ASSOCIATION, 
Natural gas development in America, 512. 
Progress of gas industry, 469. 


APPEAL AND REVIEW, 
Independent review of administrative agency 
determinations in the states: The vitality 
of the Ben Avon Rule, 105. 


APPLIANCES, 
Chart—gas appliance sales, 769. 
Postwar awareness of inadequate wiring, 190. 
Progress of gas industry, 469 


ili 


Index 


APPORTIONMENT, 
Separations Manual modification resolution, 
784. 
ATOMIC ENERGY, 
AEC contract stirs debate on TVA, 161. 
Atomic energy bill becomes law, 325. 
Atomic energy bill passed by Senate, 266. 
Congressional dispute over Atomic Energy 
Act, 200. 
Dixon-Yates contract, 714. 
Meaning of new atomic energy law, ovr. 
Politics and AEC power contract, 522. 


Private industry’s role in atomic develop- 
ment, 280. 


Public versus private power, 235. 

Recent developments, 821. 

Speeding up atomic power, 96. 

Views of commissioners at NARUC, 776. 


ATTORNEYS, 
Trend from lawyers to laymen on state com- 
missions, 630. 


ATTRITION, 
Arizona considers attrition loss, 765. 
Regulatory lag discussed, 3, 563, 781. 


AUTOMOBILES, 
Curing traffic congestion, 357. 
Meeting transit industry problems, 351. 


BANKING, 
Offering common stock through rights, 617. 
Utilities’ future in Latin America, 7 








PUBLIC UTILITIES FORTNIGHTLY 


BONDS, 
See also Securities. 
Registration form for bond issues simplified, 
210. 


BOOK REVIEW, 

Capitalism and the Historians, by F. A. 
Hayek, 163. 

Employee Protection and the Regulation of 
Public Utilities: Mergers, Consolidations, 
and Abandonment of Facilities in the 
Transportation Agency, by Allison W. 
Brown, Jr., 105. 

Fresh Water from the Ocean, by Cecil B. 
Ellis, 163. 

Hope Case and Public Utility Valuation in 
+ States, by Professor Joseph R. Rose, 
04. 

Independent Review of Administrative 
Agency Determinations in the States: The 
Vitality of the Ben Avon Rule, 105. 

Legal Restriction of Competition in the 
Regulated Industries: Ap Abdication of 
Judicial Responsibility, by Professor Louis 
B. Schwartz, 105. 

Niagara v. FPC—Have Private Water 
Rights Been Destroyed by the Federal 
Power Act? by Charles P. Schwartz, Jr., 


105. 
The Case for Wire Tapping, by William P. 
Rogers, 105 


BROKERS, 
List of brokers’ utility analyses, 97, 654. 


CABINET COMMITTEE ON ENERGY 
SUPPLIES AND RESOURCES, 
Views of federal commissioner regarding 
Natural Gas Act, 494. 


CALIFORNIA, 
Growth of independent telephone companies, 
183. 


CAPITAL, 
See also Finances, Securities. 
Growth of independent telephone companies 
on West Coast, 183. 
Utilities’ future in Latin America, 18, 77. 


CAPITALISM, 
Capitalism and the Historians, by F. A. 


Hayek, 163 


CERTIFICATES, 
Regulatory obligations of gas producers, 479. 


CHARTS, 
Average kilowatt-hours revenue and usage 
1926-1953, 275. 
Comparative earning power and investor ap- 
oer of industrial and utility stocks, 


Disposition of electric revenues, 1937-1953, 
Distribution of kwh sales and revenues, 


1926-1953, 333. 
Earnings of electric utilities, 713. 


iv 


CHARTS—Cont’d 
Estimated regional capabilities and peak 
power loads 1952-1957, 209. 
Gas appliance sales, 769. 
Gas heating for homes, 591. 
Orders for new generating capacity decline, 


Production and price of natural gas, 1936- 
1952, 530. 
— deferrals under new depreciation meth- 
S, 
9 operations and income, 1953-1954, 


Trend of interest rates, 825. 

Trend of transit traffic, 1930-1954, 379. 
Underground gas storage, 771. 
Yields on utility securities, 93. 


COMMISSIONS, 
Appointments made by President, 86. 
Appointments to FCC, 524, 707. 
—* role in utility rate case, 
1 


Hoover Commission water and power hear- 
ings, 215. 

Independent review of administrative agency 
determinations in the states: The vitality 
of the Ben Avon rule, 105. 

NARUC reports, 776-785. 

Pennsylvania commission’s role in a utility 
rate case, 177. 

Progress of regulation discussed, 779. 

ned of federal commissioners, 683, 


Regulation, objective of, 830. 

Trend from lawyers to laymen on state com- 
missions, 630. 

Utility regulatory climate in Florida, 563. 

Views of federal commissioner regarding 
Natural Gas Act, 494. 


COMMUNICATIONS, 

See also Telephones. 

Communications committee established, 706. 

Convention held by communications workers 
union, 90. 

NATO’s utility facilities, 805. 

Tree trimming business as aid to public 
utilities, 259. 

Views of commissioners on community an- 
tenna TV systems, 776. 


COMPARISONS, 
Risk comparisons to determine utility earn- 
ings requirements, 35. 


COMPETITIVE BIDDING, 
Diligence meetings before competitive bid- 
ding for securities, 656. 


— MERGER, AND 
ALE, 
Employee protection in the regulation of 
public utilites: Mergers, consolidations, 
and abandonment of facilities in the trans- 
porte industry, by Allison W. Brown, 

“e 














PUBLIC UTILITIES FORTNIGHTLY INDEX 


CONVENTIONS, 

American Gas Association annual convention 
report, 660. 

Edison Electric Institute convention, 44. 

Independent Natural Gas Association of 
America convention report, 535. 

NARUC convention reports, 776-785. 

Transit convention, 602. 


COST OF CAPITAL, 
Formula for determining earnings require- 
ments, 35, 100, 830. 
Objection to cost of capital basis for return 
computation, 830. 
Offering common stock through rights, 617. 


COSTS, 
Efficiency versus earnings in electric indus- 
try, 293. 
Meeting transit industry problems, 351. 
— depreciated replacement costs, 
13 


Public relation aspects of transit industry, 
367. 

St. Lawrence power report, 733. 

ae executive’s views on price inflation, 
119. 


COURTS, 
Heavy docket of appeals pending in Supreme 
Court, 647. 


COWAN, DAVID, 
Financial expert’s views on regulatory lag, 


CROSSINGS, 

Relocation cost, resolution relating to, 785. 
DEBT RATIO, 

Views of commissioners concerning, 777. 
DEFENSE, 


Interior’s Oil and Gas Division and the gas 
industry, 507. 

NATO’s utility facilities, 805. 

Safeguarding utilities against sabotage, 321. 


DELAWARE, 
Court clarifies Delaware regulatory statute, 


204. 


DEPARTMENT OF INTERIOR, 
Oil = Gas Division and the gas industry, 
507. 


DEPRECIATION, 
Chart—accumulated tax deferrals under new 
depreciation methods, 655. 
Depreciation rules under new tax code, 587, 


Factors determining amount of allowance 
for, 830 

Obtaining depreciated replacement costs, 137. 

Price inflation as affecting, 119, 830 

Table—comparison of depreciation 
under old and new methods, 653. 

Views of commissioners on economic de- 
preciation, 783. 


rates 


DIAMOND JUBILEE, 
Regulation of light, 574. 


DIGBY, S.L. 
Views of federal commissioner regarding 
Natural Gas Act, 494. 


DISCRIMINATION, 
Preference for local public agencies on gov- 
ernment power rejected, 148. 


DIVIDENDS, 

Table—electric companies, 41, 158, 277, 381, 
532, 595, 715, 827. 

Table—gas companies, 98, 213, 336, 532, 533, 
658, 774. 

Table—telephone companies, 99, 214, 337, 
534, 659, 775. 

Table—transit companies, 99, 214, 337, 534, 
659, 775. 

Table—water companies, 99, 214, 337, 534, 
659, 775 


DIXON-YATES, 

Contract for private power deferred, 584. 

Controversial power contract favored, 817. 

Meaning of new atomic energy law, 307. 

Politics as affecting power contract, 522. 

Power contract controversy continued, 325 
762. 

— backs Dixon-Yates power contract, 
64. 


EARNINGS, 
Chart—earnings of electric utilities, 713. 
Comparative earning power and investor 
—— of industrial and utility stocks, 
3 


Efficiency versus earnings in electric in- 
dustry, 293 

Table—electric companies, 41, 158, 277, 381, 
532, 595, 715, 827. 

Table—gas companies, 98, 213, 336, 532, 533, 
658, 774. 

Table—telephone companies, 99, 214, 337, 
534, 659, 775. 

Table—transit companies, 99, 214, 337, 534, 
659, 775. 

609,778 companies, 99, 214, 337, 534, 

Transit earnings improvement, 379. 

Utility earnings requirements—the competi- 
tive test, 35. 


ECONOMICS, 
Commissioner’s role in a utility rate case, 


Development of public airports, 68. 

Electricity for future demands, 61. 

Meeting transit industry problems, 351. 

Public utilities over the years, 695 

Small shareholder’s rdle in industry, 251. 

erg executive’s views on price inflation, 
119 


Utilities’ future in Latin America, 18, 77. 


EDISON ELECTRIC INSTITUTE, 
Annual convention, 44. 





EDUCATION, 
Training middle management, 799. 
Utility sponsored education program, 675. 
EFFICIENCY, 
Earnings versus efficiency in electric indus- 
try, 293. 


ELECTRICITY, 

See also specific subjects. 

Accident rate in electric utilites, 640. 

Chart—disposition of electric revenues, 1937- 
1953, 274. 

Chart—distribution of kwh sales and reve- 
nues, 1926-1953, 333. 

Chart—earnings of electric utilities, 713. 

Chart—estimated regional capabilities and 
peak loads, 1952-1957, 209. 

Chart—kilowatt-hour revenue and _ usage 
1926-1953, 275. 

Chart—orders for new generating capacity 
decline, 208. 

Diamond jubilee of electric industry, 720. 

Dixon-Yates power contract, 161, 522, 584, 
714, 762, 764, 817. 

Edison Electric Institute convention, 44. 

Efficiency versus earnings in industry, 293. 

Electricity for future demands, 61. 

Federal-local partnership construction of 
dam permitted in new law, 148 

Federal power monopoly discussed, 838. 

Forestry project of utility company, 811. 

Historical trend of sales and revenues, 335. 

Map of public power development, 154. 

Meaning of new atomic energy law, 307. 

Niagara power bill stalemate, 30. 

Niagara v. FPC: Have private water rights 
been destroyed by the Federal Power Act? 
by Charles P. Schwartz, Jr., 105. 

Northwest power controversy, 764, 814. 

Pacific Power & Light Company, discussion 
of, 767. 

Partnership policy on federal power sup- 
ported, 86. 

Postwar awareness of inadequate wiring, 190. 

Power requirements estimated, 206. 

Profit margins, 273. 

Publication of Electric Power Transmission 
book, 839. 

Publication of Hydro Power Engineering 
book, 839. 

Public versus private power, 30, 44, 85, 152, 
235, 551, 703, 764, 814. 

Rates and kilowatt-hour usage, 272. 

— of TVA considered in letter, 


Regulation of light, 574. 

Review of industry, 823. 

St. Lawrence power report, 733. 

Tables—electric utility statistics and ratios, 
212, 331, 657, 773. 

Tables—financial data on electric stocks, 41, 
158, 277, 381, 532, 595, 715, 827. 

Tree trimming business as aid to public 
utilities, 259. 

Tribute paid to Thomas Edison, 646. 

Utilities’ future in Latin America, 18, 77. 


PUBLIC UTILITIES FORTNIGHTLY 





ELECTRICIT Y—Cont’d 
Water and power hearings of Hoover Com- 
mission, 215. 


EMPLOYEES, 
Accident rate in electric utilities, 640. 
Employee protection and the regulation of 
public utilities: Merger, consolidation, and 
abandonment of facilities in the transporta- 
~y industry, by Allison W. Brown, Jr., 
5. 


Improving employee-consumer relations, 745. 
Public relations techniques, 9. 
Training middle management, 799. 


ESCALATOR CLAUSE, 
Utility regulatory climate in Florida, 563. 
Views of commissioners on purchased gas 
clause, 780. 
EXCISE TAXES, 
Repeal of, discussed, 784. 
EXPENSES, 
Efficiency versus earnings in electric indus- 
try, 293. 


FAIR VALUE, 
See also Rate Base. 
Fair value balance sheet, 94. 
Obtaining depreciated replacement costs, 137. 


FEDERAL AIRPORT ACT, 
Development of public airports, 68. 


FEDERAL COMMUNICATIONS COM- 
MISSION, 
Amendment in pension accounting, 33. 
Appointments made to commission, 524. 
Modification of television rules, 524. 
New frequency system explained, 820. 
Qualifications of federal commissioners, 683. 


FEDERAL GOVERNMENT, 
Comments concerning federal power monop- 
oly, 838. 
Congressional organization after election, 
05. 


FEDERAL POWER COMMISSION, 

Funds not available for expanding jurisdic- 
tion, 201. 

Niagara v. FPC: Have private water rights 
been destroyed by the Federal Power Act? 
by Charles P. Schwartz, Jr., 105. 

Northwest power controversy, 814. 

Qualifications of federal commissioners, 683. 

Regulation of independent gas producers, 
146, 268, 374, 473, 479, 521, 763, 816. 

Views of federal commissioner regarding 
Natural Gas Act, 494. 


FEDERAL TRADE COMMISSION, 
Qualifications of federal commissioners, 683. 


FINANCES, 
See also Dividends; Earnings; Securities. 
Bearish view on utility stocks, 271. 
Brokers’ utility analyses, 97, 654. 
Equity financing prospects, 712. 








































PoE ER bee 








PUBLIC UTILITIES FORTNIGHTLY INDEX 


FINANCES—Cont’d 
Growth of independent telephone companies 
on West Coast, 183. 
NATO?’s utility facilities, 805. 
REA telephone loans, 149, 587, 648, 781. 
— form for bond issues simplified, 


Regulatory lag; financial expert’s views, 3. 

St. Lawrence power report, 733. 

Securities Acts amended, 274. 

Small shareholder’s role in industry, 251. 

Stock market views, 381. 

Table—analysis of utility financing in first 
half of 1954, 156. 

Table—analysis of utility security financing 
January Ist-September 30th, 594 

Table—data on electric utility stocks, 41. 
158, 277, 381, 532, 595, 715. 

Table—financial data on gas, telephone, 
transit, and water utilities, 98, 213, 336, 
532, 658, 774. 

Table—monthly reports on utility financing, 
95, 276, 380, 593, 711, 824. 

Trends in utility financing, 91. 

Utilities’ future in Latin America, 18, 77. 

Utility talks at NYSSA forums 1953-1954, 
210. 


FLORIDA, 
Regulatory climate in, 563. 


FOREIGN UTILITIES, 
Reports of foreign utilities, 39. 


FORESTRY, 
Forestry project of utility company, 811. 


FREE ENTERPRISE, 
Discussion of, 718. 


GAMBLING, 
Bricker antigambling bill passed in commit- 
tee, 89. 


GARAGES, 
Curing traffic congestion, 357. 


GAS, 

See also specific subjects. 

American Gas Association annual convention 
report, 660. 

Chart—appliance sales, 769. 

Chart—gas heating for homes, 591. 

Chart—production and price of natural gas, 
1936-1952, 530. 

Forecasts for gas industry, 767. 

Independent Natural Gas Association of 
America convention report, 535 

Interior’s Oil and Gas Division and the gas 
industry; 507. 

NATO?’s utility facilities, 805. 

Natural gas development in America, 512. 

Progress of gas industry, 469. 


Regulation of independent gas producers, 


146, 268, 374, 473, 479, 521, 763, 816. 
Rehearing petition in Phillips Petroleum 
Case, 29. 
Review of natural gas industry, 529. 


GAS—Cont’d 

Table—average prices and yields of gas utili- 
ty stocks versus year ago, 532. 

Table—financial data on gas stocks, 98, 213, 
336, 532, 658, 774. 

Teamwork in gas industry, 338. 

Underground gas storage, 771. 

Utility executive’s views on price inflation, 
119. 

Views of federal commissioner regarding 
Natural Gas Act, 494. 


GINNA, ROBERT E., 
Views on effect of inflation on depreciation, 
119. 


GRADY, PAUL, 
= expert’s views on regulatory lag, 


GRIFFITH, FRANK L., 
Views on price inflation, 119. 


HEATING, 
Chart—gas heating for homes, 591. 


HERRMAN, W. J., 
Views on price inflation, 119. 


HISTORY, 

Capitalism and the Historians, by F. A. 
Hayek, 163 

Natural gas development in America, 512. 

Public utilities in Latin America, 18. 

Public utilities over the years, 695. 

Public versus private power, 235. 

Regulation of light, 574. 

Trend from lawyers to laymen on state 
commissions, 630. 


HOOVER COMMISSION, 
Water and power hearings of Hoover Com- 
mission, 215. 


HOPE CASE, 
The Hope Case and Public Utility Valuation 
in the States, by Professor Joseph R. Rose, 
104. 


INDUSTRY, 
Curing traffic congestion, 357. 
Development of public airports, 68. 
Efficiency versus earnings in electric indus- 
try, 293. 
Electricity for future demands, 61. 
Meeting transit industry problems, 351. 
NATO’s utility facilities, 805. 
Progress of gas industry, 469. 
Public relation aspects of transit industry, 


Utility sponsored education program, 675. 


INFLATION, 
Rates as affected by, 329, 780. 
aig executive’s views on price inflation, 


INTERCORPORATE RELATIONS, 
Tax savings for regulated utility holding 
companies, 272. 


vii 








PUBLIC UTILITIES FORTNIGHTLY 


INTEREST, 
Trend of rates, 825. 


INTERSTATE COMMERCE COMMIS- 
SION 


Qualifications of federal commissioners, 683. 
Regulation of train service discussed, 778. 


INVESTMENTS, 
See Dividends; Earnings; Finances; Securi- 
ties. 


LABOR, : 
Accident rate in electric utilities, 640. ; 
Communications workers’ union convention, 
0. 


Employee protection in the regulation of 
public utilities: Mergers, consolidations, 
and abandonment of facilities in the trans- 
portation industry, by Allison W. Brown, 
Jr., 105. 

Exemption of small telephone companies 
from Taft-Hartley Law, 88. 

National Labor Relations Board completes 
rules revision, 149. 

Public relations techniques, 9. 

— Court may review antistrike law, 

Telephone union urges abolition of “learner” 
rates, 204. 


LAFAYETTE, 
Letter detailing natural gas development in 
America, 512. 


LATIN AMERICA, 
Future of public utilities, 18, 77. 


LAWYERS, 
Trend from lawyers to laymen on state com- 
missions, 630. 


LEGISLATION, 

Atomic energy law, 266, 325. 

Bricker antigambling bill approved by com- 
mittee, 89. 

Congressional controversy over 
Energy Act, 200. 

— court clarifies regulatory statute, 

4. 


Atomic 


Exemption of small telephone companies 
from Taft-Hartley Law, 88. 

Federal-local partnership on dam construc- 
tion permitted in new bill, 148. 

Meaning of new atomic energy law, 307. 

National airport plan, 68. 

Niagara Power Bill stalemated, 30. 

Power policy bill unveiled, 30. 

Safeguarding utilities against sabotage, 321. 

Summary of 83rd Congress’ legislation, 373. 

aa ae Court may review utility antistrike 
aw, 

Tax bill revision by Congress, 202. 

— bill for District of Columbia vetoed, 


viii 


LICENSES, 
Meaning of new atomic energy law, 307. 


LOANS, 
REA telephone loans, 149, 587, 648, 781. 


MANAGEMENT, 

Efficiency versus earnings in electric indus- 
try, 293. 

Improving employee-consumer relations, 745. 

— relations aspects of transit industry, 
367. 

Public relations techniques, 9. 

Public utilities over the years, 695. 


MANAGEMENT, 
Responsibility of, to prove a good rate case, 


Training middle management, 799. 
Utility sponsored education program, 675. 


MAPS, 
Public power development map, 154. 


MARTINDELL, JACKSON, 


Financial expert’s views on regulatory lag, 
2. 


MARYLAND, 
Rate base formula proposed, 819. 


McNARY DAM, 
Administration’s public power policy, 551. 


MERCHANDISING, 
Postwar awareness of inadequate wiring, 
190. 
Progress of gas industry, 469. 


MONOPOLY AND COMPETITION, 

Federal power monoply, comments concern- 
ing, 838. 

Legal restriction of competition in the regu- 
lated industries: An abdication of judi- 
cial responsibility, by Professor Louis B. 
Schwartz, 105. 


MOTOR CARRIERS, 
See Transit. 
NATIONAL ADEQUATE WIRING BU- 


REAU, 
Postwar awareness of inadequate wiring, 
190. 


NATIONAL AIRPORT PLAN, 
Development of public airports, 68. 


NATIONAL ASSOCIATION OF RAIL- 
ROAD AND UTILITIES COMMIS- 
SIONERS, 


Resolution favoring repeal of excise taxes, 
784. 


Resolution on modification of Separations 
Manual, 784. 

Resolution relating to cost of relocation, 785. 

Views on future NARUC activities, 778. 

be the commissioners are thinking about, 

















PUBLIC UTILITIES FORTNIGHTLY INDEX 


aig LABOR RELATIONS 
BOARD, 
Exemption of small telephone companies 
from Taft-Hartley provisions, 88. 
Rules revision completed regarding jurisdic- 
tion, 149 
NATIONAL PARKING ASSOCIATION, 
Curing traffic congestion, 357. 


NATURAL GAS, 
See Gas. 


NEW ENGLAND 
St. Lawrence power report, 733. 


NEW YORK, 
St. Lawrence power report, 733. 


NIAGARA FALLS, 
Niagara v. FPC: Have private water rights 
been destroyed by the Federal Power Act? 
by Charles P. Schwartz, Jr., 1 


NORTH ATLANTIC TREATY ORGAN- 
IZATION, 
Utility’s rdle in aiding, 805. 
OCEAN, 
Fresh Water from the Ocean, by Cecil B. 
Ellis, 163. 


OFFICE OF DEFENSE MOBILIZATION, 
Appointments made to staff, 525. 


OIL AND GAS DIVISION, 
Interior’s Oil and Gas Division and the gas 
industry, 507. 
PACIFIC COAST, 


Growth of independent telephone compa- 
nies, 183. 


PACIFIC NORTHWEST, 
Administration’s public power policy, 551. 


PACIFIC POWER & LIGHT COMPANY, 
Discussion of, 767. 


PARKING, 
Curing traffic congestion, 357. 


PENNSYLVANIA, 
Commissioner’s role in a rate case, 177. 


PENSIONS, 


FCC amends pension accounting rules, 33. 


PERSONNEL, 
See Commissions ; Employees; Labor. 
PETROLEUM ADMINISTRATION FOR 
EN 


DEF 
—— by Interior’ s Oil and Gas Division, 
50 


PHILLIPS PETROLEUM CASE, 
Decision defended, 763. 
Effect on natural gas industry, 473. 
FPC lacks funds for expanded jurisdiction 
described in decision, 201. 


PHILLIPS PETROLEUM CASE—Cont’d 
FPC regulation following decision clarified, 
268. 


FPC regulations on producers pursuant to, 
816. 


Regulation carrying out implications of de- 
cision assailed, 521 

—s obligations of gas producers, 
479. 

Rehearing petition in, 29. 

Ruling still causing stir, 326. 

Views of federal commissioner reyarding 
Natural Gas Act, 494. 


POLITICS, 
Professional qualifications of federal com- 
missioners, 752. 


PREFERRED STOCK, 
Preferred stock refunding, 594. 


PRICES, 
See also Rates. 
— depreciated replacement costs, 
137. 


Utility executive’s views on price inflation, 
119. 


PRIVATE ENTERPRISE, 
See also Federal Government. 
Administration’s public power policy, 551. 
Curing traffic congestion, 357 
Private industry’s rdle in atomic develop- 
ment, 280. 


PUBLIC OWNERSHIP, 
See also Electricity. 
Administration’s public power policy, 551. 
Federal power monopoly discussed, 838. 
Northwest power controversy, 814. 


PUBLIC POWER, 
AEC contract stirs debate on TVA, 161. 
Federal power policies discussed at EET 
convention, 44. 
Map of public power development, 154. 
Meaning of new atomic energy law, 307. 
Public power debate, 152. 


PUBLIC RELATIONS, 
Forestry project of utility company, 811. 
— employee-consumer __ relations. 
45. 


Progress of gas industry, 469. 

Techniques for public utilities, 9. 

Transit industry, 367 

Tree trimming business as aid to public 
utilities, 259. 

Utility sponsored education program, 675. 

Views of commissioners on, 779. 


PUBLIC UTILITIES, 
See also specific subjects. 
Forestry project of utility company, 811. 
Future in Latin America, 18, 77. 
NATO's utility facilities, 805. 
Regulatory climate in Florida, 563. 
Review of past trends, 695. 
Safeguarding utilities against sabotage, 321. 








PUBLIC UTILITIES FORTNIGHTLY 


RADIO AND TELEVISION, 

American Gas Association opposes leasing 
of radio communications equipment, 707. 

FCC contemplates modification of rules, 524. 

FCC explains new frequency system, 820. 

Microwave installations, 777. 

Views of commissioners on community an- 
tenna TV systems, 776. 


RAILROADS, 
Crossing relocation, resolution relating to, 
5 
Interstate Commerce Commission regulation 
of train service discussed, 778. 


RATE BASE, 
See Valuation. 


RATES, 

Average farm telephone rates charted, 818. 

— role in a utility rate case. 
177. 

Electric rates and kilowatt-hour usage, 272. 

Fuel clauses, 500, 563. 

Inflation factor, 329, 780. 

Letter concerning TVA rate schedule, 583. 

Rate regulation discussed, 589. 

Regulatory lag discussed, 563, 781. 

Regulatory lag; financial expert’s views, 3. 

Telephone bills increased for farmers, 818. 

Telephone, manual of local service charges, 
839. 

TVA _ director 
charge, 198. 

Views of commissioners, 780-782. 


REGISTRATION, 
Registration form for bond issues simplified, 
10. 


sends letter on low rate 


REGULATION, 
Analysis of objectives of regulation, 830. 
Commissioner’s role in a utility rate case, 
177. 
— court clarifies regulatory statute, 


Employee protection in the regulation of 
public utilities: Mergers, consolidations, 
and abandonment of facilities in the trans- 
portation industry, by Allison W. Brown, 
Jr., 105 

Gas producers, under FPC, 145. 
473, 479, 521, 763, 816. 

Public utilities over the years, 695. 

Rate regulation discussed, 589. 

Regulatory climate in state of Washington. 
709. 


268, 374, 


Telephone company attorney reviews regu- 
latory trends, 327. 

The electric industry and light, 574. 

Utility regulatory climate in Florida, 563. 

Views of commissioners on progress of regu- 
lation, 779. 

Views of federal commissioner regarding 

* Natural Gas Act, 494. 


REGULATORY LAG, 
Financial expert’s views on combating, 3. 
Utility regulatory climate in Florida, 563. 
Views of commissioners on, 781. 


REPLACEMENT COST, 
Obtaining depreciated replacement cost, 137. 


REPORTS, 
Of foreign utilities, 39. 
To stockholders, 526, 826. 


REPRODUCTION COST, 
Obtaining depreciated replacement 
137. 


RESEARCH, 
Progress of gas industry, 469. 
Public relations techniques, 9. 


RETURN, 

See also Earnings. 

Attrition loss considered in Arizona, 765. 

Cost-of-capital factor, 35, 100, 830. 

Natural gas utilities, 500. 

Original cost basis, 329. 

Regulatory climate in Florida, 563. 

— trend concerning determination, 

30. 

Telephone company, 329. 

Views of commissioners on debt ratio, 777. 
REVENUES, 

Chart—disposition of electric revenues, 1937- 

1953, 274. 


RISK, _ 
Risk factor affecting earnings requirements 
for utilities, 35. 


RULES, 
Depreciation rules under new tax code lib- 
eralized, 651. 


RURAL ELECTRIFICATION 
ISTRATION, 
Joint telephone committee created by REA, 


costs, 


ADMIN- 


Telephone loans, 149, 587, 648, 781. 


SABOTAGE, 
Safeguarding utilities against, 321. 


ST. LAWRENCE SEAWAY, 
Power report, 733. 


SCHEDULES, 
Rate schedule simplification discussed, 781. 


SCHOLARSHIPS, 
Utility sponsored education program, 675. 


SECURITIES, 
Bearish view on utility stocks, 271. 
Brokers’ analyses, 97, 654. 
Chart—yields on utility securities, 93. 
Competitive bidding for securities, 656. 
Debt ratio discussed, 777. 
Gas utility reports to stockholders, 526. 
Market views, 381. 








PUBLIC UTILITIES FORTN 


SECURITIES—Cont’d 

Offering common stock through rights, 617. 

Preferred stock refunding, 594. 

Public relations techniques, 9. 

Registration form for bond issues simplified, 
210. 

Securities acts amended, 274. 

Small shareholder’s role in industry, 

Table—average prices and yields 
utility stocks versus year ago, 532. 

— yield yardsticks, 39, 273, 378, 

10 


291. 


of gas 


Table—data on electric utility stocks, 41, 
158, 277, 381, 532, 595, 715, 827. 
Table—financial data on gas, telephone, 


transit, and water stocks, 98, 213, 336, 532, 
658, 774. 

Table—monthly reports on utility financing, 
95, 276, 380, 593, 711, 824. 

eg talks at NYSSA forums 1953-1954, 
210. 


SECURITIES AND 
MISSION, 

Qualifications of federal commissioners, 683. 

— form for bond issues simplified, 


EXCHANGE COM- 


Telephone indepegdents may renew fight for 
exemption, 269. 


SEPARATIONS, 
Resolution on modification 
Manual, 784. 


SERVICE, 

Electricity for future demands, 61. 

Forestry project of utility company, 811. 

Interstate Commerce Commission regula- 
tion of train service discussed, 778. 

Meeting transit industry problems. 

NATO’s utility facilities, 805. 

Postwar awareness of inadequate 
190. 

Public relation aspects of transit industry, 
367. 

Tree trimming business as aid to public 
utilities, 259. 

Views of commissioners on mobile telephone 
service, 778. 


STATES, 

Commissioner’s role in a utility 
177 

Regulatory climate in Florida, 563. 

Regulatory climate in Washington, 709. 

St. Lawrence power report, 733. 

Trend from lawyers to laymen on state com- 
missions, 630. 

Views of federal commissioner regarding 
Natural Gas Act, 494. 


STATUTES, 
Securities acts amended, 274. 


STOCKHOLDERS, 
Gas utility reports to, 526. 
Improved reports to, 826. 
Small shareholder’s rdle in industry, 251. 


of Separations 


351. 


wiring, 


rate case, 


,IGHTLY INDEX 


STRIKES, 
See Labor. 


SURVEYS 


Improving employee-consumer _ relations, 
745. 


TABLES, 
Analysis of utility security financing Jan- 
uary Ist-September 30th, 594. 
Average farm telephone rates, 818. 
Average prices and yields of gas utility 
stocks versus year ago, 532. 
= yield yardsticks, 39, 273, 378, 710, 


mm ‘on electric utility stocks, 41, 158, 277, 
381, 532, 595, 715, 827. 

Depreciation rates compared under old and 
new methods, 653 

Electric utility statistics 
331, 657,773 

Financial data on gas, telephone, transit, and 
water stocks, 98, 213, 336, 532, 658, 774. 

i. of New York brokers’ utility analyses, 
97. 

Monthly reports on utility financing, 95, 276, 
380, 593, 711 

November financing, 824. : 

Utility financing analysis, 156. 


TARIFFS, 
Simplification of, discussed, 781. 


TATHAM, CHARLES, JR., 


Financial expert’s views on regulatory lag. 
3 


and ratios, 212, 


TAXES, 

Chart—accumulated tax deferrals under new 
depreciation methods, 655. 

Depreciation rules under new tax code lib- 
eralized, 651. 

Excise tax repeal resolution, 784. 

Final action by Congress on general tax 
revision, 202. 

Tax savings for regulated utility holding 
companies, 272. 

Tax valuation approach, 598. 

Views of commissioners on transportation 
taxes, 782. 


TELEGRAPH, 
Western Union seeks higher rates, 32. 


TELEPHONES, 
See also specific subjects. 
Attrition loss considered in telephone rate 
case, 765. 
Bill prohibiting transmission of gambling 
information approved by committee, 89. 
Company attorney reviews regulatory trends, 
Connecting company contracts offered by 
independents, 203. 

Farm phone bills increased, 818. 

Growth of independent telephone companies 
on West Coast, 183. 

Independents may renew fight for SEC ex- 
emption, 269. 








PUBLIC UTILITIES FORTNIGHTLY 


TELEPHONES—Cont’d 
— of local service rates, publication of, 


39. 

REA loans, 149, 587, 648, 781. 

Record growth of independent telephone 
industry foreseen, 649. 

Separations Manual modification resolution, 
784. 

Table—financial data on telephone stocks, 
99, 214, 337, 534, 659, 775. 

The case for wire tapping, by William P. 
Rogers, 105. 

Tree trimming business as aid to public 
utilities, 259. 

Union urges abolition of “learner” rates, 204. 

Views of commissioners on mobile telephone 
service, 778. 


TELEVISION, 
See Radio and Television. 


TENNESSEE VALLEY AUTHORITY, 
See also Dtxon-Yates. 
AEC contract stirs debate on TVA, 161. 
Director elected to board, 267. 
— by information director on low rates, 
9 


Letter clarifying article on private versus 
public power, 583. 

President explains TVA stand, 85. 

Public versus private power, 235. 


TRAFFIC, 
Curing traffic congestion, 357. 
Meeting transit industry problems, 351. 


TRANSIT, 

Bus versus auto, 376. 

— and income 1935-1954, 
377. 

Curing traffic congestion, 357. 

Earnings improvement, 379. 

Meeting transit industry problems, 351. 

= relation aspects of transit industry, 
367. 


Table—financial data on transit stocks, 99, 
214, 337, 534, 659, 775. 

Transit convention, 602. 

Transit legislation for District of Columbia 
vetoed, 373. 

Trends of transit industry, 375. 

Urban transit trends, 384. 


TRANSITIONAL LOSS, 
Regulatory lag; financial expert’s views, 3. 


TRANSPORTATION, 

See also Railroads; Transit. 

Development of public airports, 68. 

Employee protection in the regulation of 
public utilities: Mergers, consolidations, 
and abandonment of facilities in the trans- 
portation industry, by Allison W. Brown, 
Jr., 205. 

U. S. Chamber of Commerce sets up trans- 
portation unit, 205. 

Views of commissioners on transportation 
rates and taxes, 782. 


TREES, 


Tree trimming business as aid to public 
utilities, 259. 


UNITED STATES, 


See Federal Government. 


VALUATION, 


Fair value formula urged in Ohio, 34. 

Hope Case and Public Utility Valuation in 
8 States, by Professor Joseph R. Rose, 
104. 

Obtaining depreciated replacement costs, 137. 

Original cost rate base adopted, 329. 

— formula proposed for Maryland, 


Rate base trends discussed in letter to editor, 


Tax valuation approach, 598. 
Theories of utility rate base determination, 


Views of commissioners on, 783. 


WASHINGTON, 


Regulatory climate in state of Washing- 
ton, 709. 


WATER, 


Fresh Water from the Ocean, by Cecil B. 
Ellis, 163. 

Table—financial data on water stocks, 99, 
214, 337, 534, 659, 775. 


WATER POWER, 


Administration’s public power policy, 551. 

AEC contract stirs debate on TVA, 161. 

Chart—orders for new generating capacity 
decline, 208. 

Forestry project of utility company, 811. 

Map of public power development, 154. 

Niagara v. FPC: Have private water rights 
been destroyed by the Federal Power Act? 
by Charles P. Schwartz, Jr., 105. 

Power requirements estimated, 206. 

Publication of hydro power engineering book, 

9 


Public power debate, 152. 

Public versus private power, 235. 

St. Lawrence power report, 733. 

Water and power hearings of Hoover Com- 
mission, 215. 


WEST COAST, 


Growth of independent telephone compa- 
nies, 183. 


WIRE TAPPING, 


The Case for Wire Tapping, by William P. 
Rogers, 105. 


WIRING, 


Postwar awareness of inadequate wiring, 
190. 


YOUNG, HAROLD H., 


Financial expert’s views on regulatory lag, 








PUBLIC UTILITIES FORTNIGHTLY INDEX 


Feature Articles 


TITLE AUTHOR PaGE 
‘Financial Experts Look at Regulatory Lag ............... A SYMPONMMNE . 2... ose ces 3 
WeUDHC REIAONS: TECHHIQUES 5.5 ccs cece cece ee cdanes Harold Brayman ........... 9 
Utilities’ Future in Latin America. Part I. .............. Herbert Bratter ............. 18 
Electric Companies Have Eyes on the Future ............. A. Bryan Marvin ............ 61 
Planned Development of Public Airports .................. UE OG 202 re 68 
Utilities’ Future in Latin America. Part II. .............. Herbert Bratter ............ 77 
Impact of Inflation on Public Utilities .................... A Symposium ............... 119 
Techniques for Obtaining Depreciated Replacement Costs ...C. F. Boake ................. 137 
The Masks of a Public Utility Commissioner ............. Hon. Leon Schwartz ......... 177 
Things Are Coming the Independents’ Way ............... James Hi. Collins ........... 183 
Postwar Awareness of Inadequate Wiring ................ Howard J. Carswell ......... 190 
Public Power and Power Technology ..................... Albert Lepawsky ....... ... 235 
More on the Small Shareholder ......... Asaph ee Orne Ernest Frederick Lloyd ...... 251 
‘They Look Up to Their Business... ...00600.6 060s ee cee Henry F. Unger ........... 259 
Efficiency versus Earnings in the Electric Industry ........C. P. Guercken ............. 293 
What Does the New Atomic Energy Law Mean? ........Thomas P. Swift ......... .. 307 
fhe Utulity Challange to Saboteurs .............6...5564- INCAS ONGIP oi o5 ees nee GON 
What’s Happening to Transit? ................. ...... Laurence Wingerter ..... 351 
A Businesslike Cure for Rush-hour Cramps ...............George W. Keith ............ 357 
National Aspects of Transit’s Public Relations ............John J. Hassett ............ . S67 
The Gas Industry Puts Accent on Action ................. UD) 7 AUS) 0 er . 469 
The Phillips Case Decision and the Public Interest ........ Hon. Lyndon B. Johnson .:... 473 
Regulatory Obligations of the Gas Producers .............Jerome M. Alper ............ 479 
TRIP ON LONON NAD NCE cco 5. Pays ocean cis 4 vse oS Che ORR Fate SOL. PGB... sos css 494 
A Fair Return for a Natural Gas Utility ............... Milford Springer ............ 500 
Interior’s Oil and Gas Division and the Gas Industry ...... Hugh A. Stewart ............ 507 
A Letter to the Marais dé Latayette.. ......... 6. ce cece cs George W. Keith ........... 512 
The Administration’s Public Power Policy ................ Francis X. Welch ........... 551 
Utility Regulatory Climate in Florida .................... i W. Petteway .......... 563 
STE, FRPRU A OR OR IIE oo. oes s,s conse iccerese wr oes gueiedeais-s onan A. Bryan Marvin ............ 574 
A Technique of Offering Common Stock through Rights .. ‘John F.C (Set 617 
Trend from Lawyers to Laymen on State Commissions ....Lincoln Smith ............... 630 
a OS GE (9 eli) 640 
Toward a Better Understanding ......................... Everett L. Palmer .......... 675 
Professional —- of Federal Regulatory Commis- 

CRO ARR Ce a ee ee Ne 683 
It’s a Changed Utility oT) OR ECE See Oetiy ieer te tee ty ata lconte Sa James H. Collins ............ 695 
PS Carence LOWES ROPOR o.oo sive ce cscw eee beds cen Clarence W. Mayott ......... 733 
Employee Contacts Crystallize Public Attitude ............ Alfred M. Cooper ........... 745 
Professional Qualifications of Federal Regulatory Commis- 

SA AG 1 ER TA ae ore he) eee ret ee FAMCONE SONU 3.5 oon lew 752 
Southern Gas Industry Middle Management Sings a New 

not SRE aaah Ne Soe ene RAE a eon mane GaN 799 
“NATO's” Utility | er ve a OI et Ce Eugene H. Merrill ......... 805 
Paying Forestry Project of Private Utility Company ...... SOMES FL; COMING 6.0.55 50:3. 811 





Index to Public Utilities Reports 


(This section of the magazine, which comprises the decisions, orders, and 
rulings of courts and commissions, is too voluminous to be included in this 
index. These Reports are published in five bound volumes a year, together 
with the PUR Annual (Index), and may be ordered from the publishers, 
PUBLIC UTILITIES REPORTS, INC., 309 Munsey Building, Washington 
4, D. C.) 


Xiii 























The right multiplexing 
is vitally important! 


FM Voice Frequency Carrier for simultaneous multiplexing 
of 18 sub-audio signals over any normal voice channel. 


Superior Selectivity & Close Channel Spacing with 
more than 65 db rejection of entire adjacent channel. 


150 cycle channel spacing, allowing up to 18 Voice Frequency 
Carrier channels on 1 normal voice channel or voice plus 
5 channels of VFC utilizing non-critical upper portion of 
voice frequency spectrum (2400-3200 cycles). 


Frequency Shift Design integrated for 
easy, economical application over power line 
carrier, microwave, radio or wire line. 


Frequency shift in contrast to keyed carrier 
provides higher reliability and greater security 
through use of: (1) continuous signal which 
gives greater immunity to interference and 
permits constant channel supervision; (2) 
operation over wider range of changing input 
signal levels; (3) operation under adverse 
signal to noise conditions. 
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Versatility 


Motorola Voice Frequency Carrier is designed 
for every multiplexing requirement, such as: 


TELEMETERING OF ALL TYPES 


Variable frequency or impulse keyed 
TELEPRINTING 
SINGLE CHANNEL LOAD CONTROL 
ALARMS 
INDICATIONS AND REMOTE CONTROL 
TRANSFERRED TRIP PROTECTIVE RELAYING 
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Proven Dependability 


Years of successful operation in installations 
for Power, Water and Gas Utilities, Petroleum 
and Gas Transmission, and the Government — 
sending all types of signals over every com- 
munication medium. 


Write for technical bulletin E-112 








voice frequency carrier 


MOTOROLA Communications & Electronics, Inc. 
Power Utility Products 5 E. ro a 
4501 Augusta Bivd., Chicago 51, Ill. 


COMMUNICATION SPECIALISTS TO THE POWER UTILITY INDUSTRY 





Now— 
good service insurance 


for electric utilities — 


ELECTRO- 
MOBILE 
POWER 


ERE’S A NEW, low-cost safeguard of the 
H dependable, adequate power supply for 
which electric utility companies are noted. 
These two types of mobile generating units 
can be moved by rail or highway to the 
point of need—and then, following a simple 
connection, supplementary power of any 
desired amount can be on the line within 
45 seconds! 

For fringe area boosting, for peak skim- 
ming, for emergency use or temporary 
demand, these products of General Motors’ 
Electro-Motive Division provide a flexible, 
economical tool. 

These units, completely self-contained, can 
be fully automatic in operation. They offer 
the most advanced electrical engineering, 
equipmentand controls, plus the well-proved 
dependability of a famous Diesel engine. 
Mass-produced on the long-established 
lines of Electro-Motive Division’s special- 
ized plants, their cost is unprecedently low. 
Servicing facilities are nationwide. And 
the equipment investment is protected by 
a modernization program that prevents 
obsolescence. 

We invite the irfquiries of any electric utility 
company interested in service expansion. 





RAIL UNIT 


1,000 and 750 kw. units for use on sidings, ar placed on piers for semi-permanent use 


TRUCK UNIT 


500 and 350 kw. capacities to move on highways to desired sites. 


PORTABLE UNIT 


1,000, 750, 500 and 350 kw. capacities tor permanent or semi-permanent installations 


ELECTRO-MOBILE POWER FEATURES INCLUDE: 
Remote control starting and stopping 
From starting to full load within 45 seconds 
Automatic synchronization with line in phase, frequency and voltage 
Full protective equipment, including 3-phase surge capacitors, 
lightning arresters, over-current relays, field failure relay 
Complete self-operation can be provided 
Ability to meet higher capacity needs by unit multiplication 


Complete national parts and service availability 


LECTRO-MOTIVE DIVISION 


GENERAL MOTORS 
La Grange, Illinois 


Sold and serviced directly through a manufacturer’s organization. Electro-Motive Division offices in: 
New York City, Chicago, Jacksonville, St. Louis and San Francisco. 
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